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Accounting  Officer's  Responsibilities  and  Approval 


given  unrestricted  access  to  all  financial  records^nVelated  independent  opinion  on  the  financial  statements  and  was 

““  -PPO-^d  by  reasonable 


SS==i?~=~W-H=— 

Xo7r^”:„i  “Ssr^rrbro'p^ireS 

=0s;1o?^^"bl“SSTn'l;e^ 

l™“fp“rSsiyst^Se“s„™«Tbiuhe£S^^^^^^^ 

continue  in  pperatidnal  a"S» Se>Sesae“,^^^^^^^  ntunicipalit,  has  or  has  access  Ip  adecuate  resources  to 
aSiS'slSSao  aSoS  201 3 m'  ^JfsiSd  o"KhaI'py°'’  9"i"9  concem  basis,  were  approved  by  the 


S.  Ngwenya 

Acting  Municipal  Manager 


KOSTER 
30  August  2013 


Kgetlengrivier  Local  Municipality 

Financial  Statements  for  the  year  ended  30  June  2013 

Accounting  Officer's  Report 


The  accounting  officer  submits  his  report  for  the  year  ended  30  June  2013 
1,  Review  of  activities 


Main  business  and  operations 

KoIter'^Derylnd  local  community  in 

Kgetlengrivier  Local  Municipality  is  a low  capacity  municipality  and  falls  under  the  Bojanala  District  Municipality. 

2.  Going  concern 

~SHES=5S“=5==:== 

3.  Subsequent  events 

The  accounting  officer  is  not  aware  of  any  matter  or  circumstance  arising  since  the  end  of  the  finandal  year. 

4.  Accounting  Officer's  interest  in  contracts 
None  have  been  identified. 

6^  Accounting  poftcies 

The  following  GRAP  standards  have  been  issued  but  are  not  yet  effective  and  have  not  been  early  adopted  by  the  municipality: 


issued  but  not  yet  effective 

GRAP  16  - Segment  Reporting 

GRAP  21  - Impairment  of  non-cash-generatlng  assets 

G^P  23  - Revenue  from  Non^Exchange  Transactions 

GRAP  25  - Employee  Benefits 

GRAP  26  - Impairment  of  cash  generating  assets 

GRAP  103-  Heritage  Assets 


Standard  Applied 

Not  applicable 
IAS  36 
GAMAP  9 
IAS  19 
IAS  36 

Not  applicable 
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Statement  of  Financial  Position  as  at  30  June  2013 


r jyuiea  Ml 

Notes 

2013 

2012 

Assets 

Current  Assets 

Inventories 

Other  financial  assets 

Receivables  from  exchange  transactions 

Receivables  from  non-exchange  transactions 

VAT  receivable 

Consumer  debtors 

Cash  and  cash  equivalents 

2 

3 

4 

5 

6 

7 

8 

1 269  440 

5 318  080 
640  554 
205  436 

1 220  069 

29  830  656 

7 107  197 

3 376  434 

4 723  376 
640  554 
715  093 
674  642 

31  304  796 
13  028  504 

45  591  432 

54  463  399 

Non -Current  Assets 

Property,  plant  and  equipment 

Other  financial  assets 

9 

3 

170  316  076 

20  124 

165  899  899 
20  124 

170  336  200 

165  920  023 

Non-current  assets  held  for  sale  and  assets  of  disposal  groups 

3 140  000 

3 140  000 

Total  Assets 

219  067  632 

223  523  422 

Liabrlities 

Current  Liabifities 

Payables  from  exchange  transactions 

Consumer  deposits 

Retirement  benefit  obligation 

Unspent  conditional  grants  and  receipts 

Provisions  and  Contingencies 

Unidentified  direct  deposits 

10 

11 

18 

12 

13 

14 

25  310  220 

1 642  295 

11  691  000 

9 625  590 

12  667  194 

9 258  121 

28  068  493 

1 370  818 

12  224  000 

27  176  263 

5 810  275 
(851  955) 

73  797  894 

70  194  420 

Non-Current  Liabilities 

Unidentifed  direct  deposits 

14 

3 705  000 

Total  Liabilities 

73  899  420 

73  797  894 

Net  Assets 

146  168  212 

149  725  528 

Net  Assets 

Reserves 

Revaluation  reserve 

Capita!  replacement  reserve 

Accumulated  surplus 

19 

478  361 

200  557 

144  489  294 

478  361 

149  247  167 

Total  Net  Assets 

145  168  212 

149  725  528 
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Statement  of  Financial  Performance 


Figures  in  Rand 

Notes 

2013 

2012 

Revenue 

Other  income 

Operating  expenses 

20 

94  042  336 

10  364  513 
{134  378  256} 

89  902  493 
14  013  388 
(111  947  071) 

(8  031  190) 
(42  857) 

Operating  deficit 

Finance  costs 

30 

(29  971  407) 

Deficit  for  the  year 

(29  971  407) 

(8  074  047) 

Attributable  to; 

Owners  of  the  controlling  entity 

(29  971  407) 

(8  074  047) 
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statement  of  Changes  in  Net  Assets 


Figures  in  Rand 

Revaluation 

reserve 

Capital 

replacement 

reserve 

Total  reserves 

Accumulated 

surplus 

Total  net 
assets 

Balance  at  01  July  2011 

Changes  in  net  assets 

Revaluation  adjustment 

Prior  year  adjustment 

478  361 

- 

478  361 

127  803  259 

29  517  955 

127  803  259 

478  361 
29  517  955 

Net  income  (josses)  recognised 
directly  in  net  assets 

Surplus  for  the  year 

478  361 

" 

478  361 

29  517  955 

(8  074  047) 

29  996  316 

(8  074  047) 

21  922  269 

Total  recognised  income  and 
expenses  for  the  year 

478  361 

- 

478  361 

21  443  908 

Total  changes 

478  361 

- 

478  361 

21  443  908 

21  922  269 

Balance  at  01  July  2012 

Changes  in  net  assets 

Impairment  losses  on  revalued 
capital  assets 

478  361 

200  557 

678  918 

174  600  773 

(140  072) 

175  279  691 

(140  072) 

Net  income  (losses)  recognised 
directly  in  net  assets 

Surplus  for  the  year 

; 

“ 

(140  072) 

(29  971  407) 

(140  072) 

(29  971  407) 
(30  111  479) 

Total  recognised  income  and 
expenses  for  the  year 

- 

- 

- 

(30  111  479) 

Total  changes 

- 

* 

- 

(30  111  479) 

(30  111  479) 

145  168  212 

Balance  at  30  June  2013 

478  361 

200  567 

678  918 

144  489  294 

Note{s} 

19 
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Cash  Flow  Statement 


Figures  in  Rand 

Cash  flows  from  operating  activities 

Receipts 

Notes  2013 

2012 

Sale  of  goods  and  services 

Interest  income 

Other  receipts 

34  700  163 

11  014  074 

78  892  601 
14  013  389 
13  880  235 

45  714  237 

106  786  225 

Payments 

Employee  costs 

Suppliers 

Finance  costs 

Other  payments 

{36  334  965) 
(12  800  641} 

(15  592  598) 

(34  908  040) 
(45  659  534) 
(42  857) 

(64  728  204) 

(80  610  431) 

26  175  794 

Net  cash  floiws  from  operating  activities 

(19  013  967) 

Cash  flows  from  investing  activities 

Purchase  of  property,  plant  and  equipment 

Proceeds  from  safe  of  financial  assets 

Proceeds  from  sale  of  other  asset 

Other  cash  item 

9 (127  712) 

(594  704} 

(4  895  423) 
10  504  132 

13  903 
(5  814  014) 

Net  cash  flows  from  investing  activities 

(722  416) 

(191  402) 

Cash  flows  from  financing  activities 

Movement  in  unidentified  direct  deposits 

Other  cash  item 

13  815  076 

(5  062  554) 
(13  341  630) 

Net  cash  flows  from  financing  activities 

13  815  076 

(18  404  1S4) 

7 580  208 

5 448  296 

Net  increase/fdecrease)  in  cash  and  cash  equivalents 

Cash  and  cash  equivalents  at  the  beginning  of  the  year 

(5  921  307) 

13  028  504 

Cash  and  cash  equivalents  at  the  end  of  the  year 

S 7 107  197 

13  028  504 
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Kgetlengrivier  Local  Municipality 

Financiaf  Statements  for  the  year  ended  30  June  2013 

Accounting  Policies 


1,  Presentation  of  Financial  Statements 


in  accordance  with  the  Standards  of  Generally  Recognised  Accounting 
interpretations,  guidelines  and  directives  issued  by  the  Accounting  Standards  Board  and  in 
accordance  with  Section  122(3)  of  the  Municipal  Finance  Management  Act,  (Act  No  56  of  2003). 

P®®"  Prepared  on  an  accrual  basis  of  accounting  and  are  in  accordance  with  historical 
cost  convention  unless  specified  otherwise.  They  are  presented  in  South  African  Rand. 


A summary  of  the  significant  accounting  policies,  which  have  been  consistently  applied,  are  disclosed  below. 
These  accounting  policies  are  consistent  with  the  previous  period. 


1.1  Significant  judgements  and  sources  of  estimation  uncertainty 


management  is  required  to  make  estimates  and  assumptions  that  affect  the  amounts 
iud^^rmernl  inh^  disclosures.  Use  of  available  information  and  the  application  of 

I'™  «’<’*  which  ma, 


Trade  receivables  I Held  to  maturity  investments  and/or  loans  and  receivables 


me^nd  nSi  ® ^ maturity  investments  and  loans  and  receivables  for  impairment  at 

c.im^  f t ^ reporting  period.  In  determmmg  whether  an  impairment  loss  should  be  recorded  m surplus  or  deficit  the 

"asSct,., 


investments  and  loans  and  receivables  is  calculated  on  a portfolio 
nmcLt  ,1  loss  ratios,  adjusted  for  national  and  industry-specific  economic  conditions  and  other  in^dicators 

balances  n^tL  o^ortfoTo^nd  '^d  7®!^®  portfolio.  These  annual  loss  ratios  are  applied  to  loan 

oaiances  in  the  portfolio  and  scaled  to  the  estimated  loss  emergence  period. 

Allowance  for  slow  moving,  damaged  and  obsolete  stock 

1°  '^7*®  ^®'  '■ealisable  value.  Management  have  made  estimates 

oHhe  selling  price  and  direct  cost  to  sell  on  certain  inventory  items  The  write  down  is  included  in  the  operation  surplu? 

Provisions 


Post  retirement  benefits 


Sfif  retirement  obligation  depends  on  a number  of  factors  that  are  determined  on  an  actuarial 

basis  using  a number  of  assumptions.  The  assumptions  used  in  determining  the  net  cost  (income)  include  the  discount 
rate.  Any  changes  in  these  assumptions  will  impact  on  the  carrying  amount  of  post  retirenSent  ob^gatSns 

The  municipality  determines  the  appropriate  discount  rate  at  the  end  of  each  year.  This  is  the  interest  rate  that  should  hf> 
used  to  determine  the  present  value  of  estimated  future  cash  outflows  expected  to  be  required  to  settle  the  pension 
7omnr7'?I'h  ^^6  appropriate  discount  rate,  the  municipality  considers  the  interest  rates  of  hiqh-aualitv 

° NottTe”"™”*”""  information  ia  disciosaO 
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Accounting  Policies 


1.1  Significant  judgements  and  sources  of  estimation  uncertainty  (continued) 
Aiiowance  for  doubtful  debts 


On  debtors  an  impairment  loss  is  recognised  in  surplus  and  deficit  when  there  Is  objective  evidence  that  it  is  imoaireri 
impai^ent  is  measured  as  the  difference  between  the  debtors  carrying  amount  and  the  prIS  v“ue  of  estlmateSfJr? 
cash  flows  discounted  at  the  effeaive  interest  rate,  computed  at  initiai  recognltio^  of  estimated  future 

1.2  Investment  property 

“> O'  'O'  oapital 

* use  in  the  production  or  supply  of  Qoods  or  services  or  for 

* administrative  purposes,  or 

* sale  in  the  ordinary  course  of  operations. 

supply  of  goods  or  services  or  for  administrative 


investment  property  is  initiaiiy  recognised  at  cost.  Transaction  costs  are  inciuded  in  the  initiai  measurement. 

as  at  the  date  of 


^uisitiofT^^'^^^*  property  is  acquired  through  a non-exchange  transaction,  its  cost  is  its  fair  value 


If  incurred  subsequently  to  add  to,  or  to  replace  a part  of  or  seivice  a prooertv 

partTs  ireSsed  investment  property,  the  carrying  amount  of  the  repla^d^' 

Fair  value 

Subsequent  to  initial  measurement  investment  property  is  measured  at  fair  value. 

The  fair  value  of  investment  property  reflects  market  conditions  at  the  reporting  date. 

A gam  or  loss  arising  from  a change  in  fair  value  is  included  in  net  surplus  or  deficit  for  the  period  in  which  it  arises, 

eJnprtrlhl  investment  property  under  construction  is  not  reliably  determinable  but 

''  Pfoperty  to  be  reliably  measurable  when  construction  is  complete,  it  me^asures  that  investment 

^ cons  rue  ion  at  cost  until  either  its  fair  value  becomes  reliably  determinable  or  construction  is  completed 
If  f tietermines  that  the  fair  value  of  an  investment  property  (oth^Sn  an  fnveSf 

property  undy  construction)  is  not  reliably  determinable  on  a continuing  basis,  the  entity  measure  that  investment  oronprtv 
orooertvf  accounting  policy  on  Property,  plant  and  equipment).  The  residual  value  of  the  invLtmen^ 

on  property.  p,arnr‘ 

nrw  becomes  able  to  measure  reliably  the  fair  value  of  an  investment  property  under  construction  that  has 

rrsZslmed “"I;  ' O^ce'co'nstr'Son  oSa  Complete 

srwr  »'  “p « - -'p'- 

1.3  Property,  plant  and  equipment 
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Accounting  Policies 


1.3  Property,  plant  and  equipment  (continued) 

The  cost  of  an  item  of  property,  plant  and  equipment  is  recognised  as  an  asset  when: 

It  IS  probable  that  future  economic  benefits  or  service  potential  associated  with  the  item  will  flow  to  the 
mun ictpslsty f 3 no 

• the  cost  of  the  item  can  be  measured  reliably. 

Property,  plant  and  equipment  is  initially  measured  at  cost. 

of  property,  plant  and  equipment  is  the  purchase  price  and  other  costs  attributable  to  bring  the  asset  to 

it  to  be  capable  of  operating  in  the  manner  intended  by  management  Trade 
discounts  and  rebates  are  deducted  in  arriving  at  the  cost.  -oiraacnieni.  i race 

Where  an  asset  is  acquired  at  no  cost,  or  for  a nominal  cost,  its  cost  is  its  fair  value  as  at  date  of  acquisition, 

plant  and  equipment  is  acquired  in  exchange  for  a non-monetary  asset  or  monetary  assets  or  a 
combination  of  monetary  and  non-monetary  assets,  the  asset  acquired  is  initially  measured  at  fair  value  (the  cost)  If  the 
acquired  item's  fair  value  was  not  determinable,  it's  deemed  cost  is  the  carrying  amount  of  the  aiejs)  given  u^^ 

components  of  an  item  of  property,  plant  and  equipment  have  different  useful  lives,  they  are  accounted  for 
as  separate  items  (major  cornponents)  of  property,  plant  and  equipment. 

SsequenSv  “adVto'^Sai^^^^^  coristruct  an  item  of  property,  plant  and  equipment  and  costs  incurred 

suDsequentJy  to  add  to,  replace  part  of,  or  service  it  If  a replacement  cost  is  recognised  in  the  carrvina  amount  of  an  itpm  of 
property,  plant  and  equipment,  the  carrying  amount  of  the  replaced  part  is  derecognised. 

The  initial  estimate  of  the  costs  of  dismantling  and  removing  the  item  and  restoring  the  site  on  which  it  is  located  is  also 
included  in  the  cost  of  property,  plant  and  equipment,  where  the  entity  is  obligated  to  incur  such  expend"  urrSd  where  the 
obligation  arises  as  a result  of  acquiring  the  asset  or  using  it  for  purposes  other  than  the  production  of  inventories. 

Snn'HnH  property,  plant  and  equipment  ceases  when  the  item  is  in  the 

location  and  condition  necessary  for  it  to  be  capable  of  operating  in  the  manner  intended  by  management. 

parts  and  stand  by  equipment  which  are  expected  to  be  used  for  more  than  one  period  are  included  in 

aS  of  ir^oertS  Tm'anH*'  equipment  which  can  only  be  used  in  connection  with 

an  Item  of  property,  plant  and  equipment  are  accounted  for  as  property,  plant  and  equipment. 

the  t^nnnft^'n  ^ Condition  of  continuing  use  of  an  item  of  property,  plant  and  equipment  and  which  meet 

^ replacement  in  the  cost  of  the  item  of  properly,  plant  and  equipment  Anv 
remaining  inspectfon  from  the  previous  inspection  are  derecognised.  ^ 

H is  carried  at  revalued  amount,  being  the  fair  value  at  the  date  of  revaluation  less  any 
subsequent  accunnulated  deprecfation  and  subsequent  accumulated  impairment  losses 

Wflufrl^hp  With  Sufficient  regularity  such  that  the  carrying  amount  does  not  differ  materially  from  that  which 

would  be  determined  using  fair  value  at  the  end  of  the  reporting  period. 

When  an  item  of  property,  plant  and  equipment  is  revalued,  any  accumulated  depreciation  at  the  date  of  the  revaluation  is 

,lt  »'“•  =•=•> 

VVhen  an  item  of  property,  plant  and  equipment  is  revalued,  any  accumulated  depreciation  at  the  date  of  the  revaluation  is 

eliminated  asainsi  the  gmsa  cerrying  amount  of  the  eaaet  and  the  net  amount  restated  to  the  ™alued  amounTol  the“!a« 

a result  of  a revaluation,  is  credited  directly  to  a revaluation  surplus  The 
n^ddd^  Thfd®  asset's  raring  amount,  as  a result  of  a revaluation,  is  recognised  in  surplus  or  deficit  in  the  current 

Sir 
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Kgetlengnvier  Local  Municipality 

Financial  Statements  for  the  year  ended  30  June  2013 

Accounting  Policies 


13  Property,  plant  ancJ  equipment  (continued) 


The  revaluation  surplus  in  equity  related  to  a specific  item  of  property,  plant  and 
earnings  when  the  asset  is  derecognised 


equipment  Is  transferred  directly  to  retained 


laminaJ  afthe  ’"J  f plant  and  equipment  is  transferred  directly  to  retained 

rein  nfri  f 1 1 transferred  is  equal  to  the  difference  between  depreciation  based  on  the 

revalued  carrying  amount  and  depreciation  based  on  the  original  cost  of  the  asset. 


Property,  plant  and 
residual  value. 


equipment  are  depreciated  on  the  straight  line  basis  over  their  expected  useful  lives  to  their  estimated 


Property,  plant  and  equipment  is  carried  at  cost  less  accumulated  depreciation  and  any  impairment  losses. 

val„raf  »'"«“«  does  aot  diffa,  materiall,  from  that  wtrict,  would  ba  datarmined  uaing  fair 

^'■'Ving  amount,  as  a result  of  a revaluation,  is  credited  directly  to  a revaluation  surplus  The 

asset's  carrying  amount,  as  a result  of  a revaluation,  is  recognised  in  surplus  or  deficit  in  the  current 
Secfcf  irt  the  revaluation  suSus 


The  useful  lives  of  items  of  property,  plant  and  equipment  have  been  assessed  as  follows: 


ftem 

Buildings 

Furniture  and  fixtures 
Office  equipment 
Computer  software 
Infrastructure 

• Roads  and  Paving 

• Pedestrian  Mails 

• Electricity 

■ Water 
Community 

• Buildings 

■ Recreational  Facfifties 

• Security  Halls 

• Libraries 

• Parks  and  Gardens 

• Other  Assets 

Other  property,  plant  and  equipment 

• Other  Vehicles 

• Specialised  Plant  and  Equipment 

• Landfill  Sites 

• Other  items  of  Plant  and  Equipment 

• Quarries  Emergency  Equipment 
Bins  and  containers 

• Watercraft  Sins  and  Containers 
Finance  Lease  Assets 

• Office  Equipment 

• Other  Assets 
Specialised  vehicles 


Average  useful  life 

25  years 
5 years 
5 years 
3 years 

3-  SO  years 
3-80  years 
3-60  years 
5-80  years 

5-25  years 
25  years 
25  yeans 
25  years 
25  years 
25  years 

5 years 
5 years 
30  years 
5 years 
10  years 

5 years 

3 years 
5 years 
5 years 


The  residual  value,  and  the  useful  life  and  depreciation  method  of  each  asset  are  reviewed  at  the  end  of  each  reDortino 

dote.  If  toe  expectations  differ  from  pfevious  eetlmates,  the  dhenge  le  eccoonted  for  ara  pO an?e  ireoSdonfcg  eeSS^^^ 


13 


Kgetlengrivier  Local  Municipality 

Financial  Statements  for  the  year  ended  30  June  2013 

Accounting  Policies 


1.3  Property,  plant  and  equipment  (continued) 

a'ptZnfdiSftom  ,h?pre°S 

SpreSte?s^e'’pSe°y  equipment  with  a cost  that  is  significant  in  relation  to  the  total  cost  of  the  item  Is 

a^other^asset'°^  recognised  in  surplus  or  deficit  unless  it  is  included  in  the  carrying  amount  of 

'®  Of  or  When  there  are  no  further  economic  benefits  or 

service  potential  expected  from  the  use  of  the  asset. 

the  derecognition  of  an  item  of  property,  plant  and  equipment  is  included  in  surplus  or  deficit 
whern  the  item  is  dereragnised.  The  gam  or  loss  arising  from  the  derecognition  of  an  item  of  property,  plant  and  equipment 
IS  determined  as  the  difference  between  the  net  disposal  proceeds,  if  any,  and  the  carrying  amount  of  !he  item 

Assets  which  the  municipality  holds  for  rentals  to  others  and  subsequently  routinely  sell  as  part  of  the  ordinary  course  of 
activities,  are  transferred  to  inventories  when  the  rentals  end  and  the  assets  are  available-for-sale.  These  assets  are  not 
accounted  for  as  non-cuirent  assets  held  for  sale.  Proceeds  from  sales  of  these  assets  are  recognised  as  revenue  All  cash 
flows  on  these  assets  are  included  in  cash  flows  from  operating  activities  in  the  municipality. 

1.4  Intangfble  assets 

An  asset  is  identified  as  an  intangible  asset  when  it: 

is  capable  of  being  separated  or  divided  from  an  entity  and  sold,  transferred,  licensed,  rented  or  exchanged 
either  indjvidually  or  together  with  a related  contract,  assets  or  liability;  or  ' 

arises  from  contractual  rights  or  other  legal  rights,  regardless  whether  those  rights  are  transferable  or  separate 
from  the  municipality  or  from  other  rights  and  obligations.  ^ 

An  intangible  asset  is  recognised  when: 

It  IS  probable  that  the  expected  future  economic  benefits  or  service  potential  that  are  attributable  to  the  asset  will 
tlow  to  the  nnunicipaf(ty;  and 

• the  cost  or  fair  value  of  the  asset  can  be  measured  reliabfy. 

Intangible  assets  are  initially  recognised  at  cost 

An  intangible  asset  acquired  through  a non-exchange  transaction,  the  cost  shall  be  its  fair  value  as  at  the  date  of 

UiS-lTIOn . 

Expenditure  on  research  (or  on  the  research  phase  of  an  internal  project)  is  recognised  as  an  expense  when  it  is  incurred. 

An  intangible  asset  arising  frorn  development  (or  from  the  development  phase  of  an  internal  project)  is  recognised  when: 

(t  fs  technically  feasible  to  complete  the  asset  so  that  it  will  be  available  for  use  or  sale 
there  is  an  intention  to  complete  and  use  or  sell  it. 
there  is  an  abifity  to  use  or  seJJ  it. 

it  wifi  generate  probable  future  economic  benefits  or  service  potential. 

there  are  available  technical,  financial  and  other  resources  to  complete  the  development  and  to  use  or  sell  the 
asset. 

* the  expenditure  attributable  to  the  asset  during  its  development  can  be  measured  reliably. 

Intangible  assets  are  carried  at  cost  less  any  accumulated  amortisation  and  any  impairment  losses. 

An  intan^ble  asset  is  regarded  as  having  an  indefinite  useful  life  when,  based  on  all  relevant  factors  there  is  no 

®^P®'=*ed  to  generate  net  cash  inflows  or  service  potential 

Amortisation  is  not  provided  for  these  intangible  assets,  but  they  are  tested  for  impairment  annually  and  whenever  there  is 
ovJr  JhSuseSif?  Provide';t  on  a sSnine 

The  amortisation  period  and  the  amortisation  method  for  intangible  assets  are  reviewed  at  each  reporting  date. 


14 


Kgetlengrivier  Local  Municipality 

Financial  Statements  for  the  year  ended  30  June  2013 

Accounting  Policies 


1.4  Intangible  assets  (continued) 


Reassessing  the  useful  life  of  an  intangible  asset  with  a finite  useful  life  after  it  was  classified  as  indefinite  is  an  indicator 
L^lrt^ed  ovlMt?useS  life'®  ^ remaining  carrying  amount  is 


as*trtangibte''asslfe  publishing  titles,  customer  lists  and  items  similar  in  substance  are  not  recognised 


Amortisation  is  provided  to  write  down  the  intangible  assets,  on  a straight  line  basis,  to  their  residual  values  as  follows: 


Item 

Licenses  and  franchises 
Computer  software,  other 


Useful  life 

3 years 
3 years 


Intangible  assets  are  derecognised: 

* on  disposal;  or 

• when  no  future  economic  benefits  or  service  potential  are  expected  from  its  use  or  disposal. 

The  gain  or  loss  is  the  difference  between  the  net  disposal  proceeds,  if  any,  and  the  carrying  amount.  It  is  recognised 
surplus  or  deficit  when  the  asset  is  derecognised,  ^ 

1.5  Financial  instruments 

Classification 


in 


The  municipality  classifies  financial  assets  and  financial  liabilities  into  the  following  categories: 

• Financial  assets  at  fair  value  through  surplus  or  deficit  - held  for  trading 

■ Held-to- maturity  investment 

• Loans  and  receivables 

• AvaiJable-for-sale  financial  assets 

• Financial  liabilities  at  fair  value  through  surplus  or  deficit  - held  for  trading 

• Financial  liabilities  measured  at  amortised  cost 


financial  instruments  were  obtained  / incurred  and  takes  place  at  initial 

fair  ua^up  for  derivatives  and  financial  assets  designated  as  at 

fair  value  through  surplus  or  deficit,  which  shall  not  be  classified  out  of  the  fair  value  through  surplus  or  deficit  category. 

Initial  recognition  and  measurement 


SuSnir™®'®"*"  recognised  initially  when  the  municipality  becomes  a party  to  the  contractual  provisions  of  the 


Classifies  financial  instruments,  or  their  component  parts,  on  initial  recognition  as  a financial  asset  a 
financial  liability  or  an  equity  instrument  in  accordance  with  the  substance  of  the  contractual  arrangement. 

measured  initially  at  fair  value,  except  for  equity  investments  for  which  a fair  value  is  not 
determinable,  which  are  measured  at  cost  and  are  classified  as  available-for-sale  financial  assets. 


For  financial  instruments  which  are  not  at  fair  value  through  surplus 
measurement  of  the  instrument. 


or  deficit,  transaction  costs  are  included  fn  the  initial 


Transaction  costs  on  financial  instruments  at  fair  value  through  surplus  or  deficit  are  recognised  in  surplus  or  deficit. 
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1.5  Financial  Instruments  (continued) 

Subsequent  measurement 

value  through  surplus  or  deficit  are  subsequently  measured  at  fair  vaiue,  with  gains  and  losses 
arising  from  changes  m fajr  value  being  included  in  surplus  or  deficit  for  the  period. 

Net  gains  or  losses  on  the  financial  instruments  at  fair  vaiue  through  surpius  or  deficit  include  dividends  and  interest, 
is'establish^^^  recognised  in  surplus  or  deficit  as  part  of  other  income  when  the  municipality's  right  to  receive  payment 


Loans  and  receivables  are  subsequently  measured  at  amortised  cost 
impairment  losses. 


using  the  effective  interest  method,  less  accumulated 


Held-to-maturity  investments  are  subsequently  measured  at  amortised  cost 
accumulated  impairment  losses. 


using  the  effective  interest  method,  less 


SaJlrffnof  T measured  at  fair  value.  This  excludes  equity  investments  for  which  a 

fair  value  is  not  determinable,  which  are  measured  at  cost  less  accumulated  impairment  losses. 

Gams  and  tosses  arising  from  changes  in  fair  value  are  recognised  in  equity  until  the  asset  is  disposed  of  or  determined  to 
on  avaifable-for-sale  financial  assets  calculated  using  the  effective  interest  method  is  recognised  in 

o ri  fi  ° ° K®'  received  on  available-for-sale  equity  instruments  are  recogLed  in 

surplus  or  deficit  as  part  of  other  income  when  the  municipality's  right  to  receive  payment  is  established. 

SnQia^nn'’Hw!l  available-for-sale  financial  assets  denominated  in  a foreign  currency  are  analysed  between 

""  ^""Ortised  cost  and  other  changes  in  the  carrying  am^nt  Translation 
?e2gnS  to  equity  ^ recognised  m surplus  or  deficit,  while  translation  differences  on  non-monetary  items  are 


Financial  liabilities  at  amortised  cost  are  subsequently  measured  at  amortised  cost,  using  the  effective  interest  method. 
Imparrment  of  financial  assets 


m municipality  assesses  all  financial  assets,  other  than  those  at  fair  value  through  surplus  or  deficit 

to  determine  whether  there  is  objective  evidence  that  a finanaal  asset  or  group  of  financial  assets  has  been  im^paired. 

For  amounts  due  to  the  municipality,  significant  financial  difficulties  of  the  debtor,  probability  that  the  debtor  will  enter 
bankruptcy  and  default  of  payments  are  all  coneidened  indicslors  of  impairment. 

Impairment  losses  are  recognised  in  surplus  or  deficit 

LTetenfcllurrin.  amount  can  be  related  objectively  to 

H t ?h  ffh  ^ was  recognised,  subject  to  the  restriction  that  the  carrying  amount  of  the  financial 

srnf'orbr 


Reversals  of  impairment  tosses  are  recognised  in  surplus  or  deficit  except  for  equity  investments  classified 


as  available-for- 


beSsTSVX  "1 « ««“«v  which  are  hald  at  oca, 

impaired  through  use  of  an  allowance  account,  the  amount  of  the  loss  is  recognised  in  surplus 

™n  ^ K " write  off  is  made  against  the  relevant  alSnS 

account.  Subsequent  recoveries  of  amounts  previously  written  off  are  credited  against  operating  expenses 
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1.5  Financial  instruments  (continued) 
Receivables  from  exchange  transactions 


measured  at  initial  recognition  at  fair  value,  and  are  subsequently  measured  at  amortised  cost  usina 
'k  ® 7®*^°=‘;^^PP''°Priate  allowances  for  estimated  irrecoverable  amounts  are  recognised  in  surpl!2^?r 
ttfa  thrSehtnr  Objective  evidence  that  the  asset  is  impaired.  Significant  financiai  difficulties  of  the  debtor,  probability 
that  the  debtor  will  enter  bankruptcy  or  financial  reorganisation,  and  default  or  delinquency  in  payments  (more  fLn  30  da^vs 

d Terence  between  the  asset  s carrying  amount  and  the  present  value  of  estimated  future  cash  fows  discounted  at  the 
effective  interest  rate  computed  at  initial  recognition, 

of  the  asset  is  reduced  through  the  use  of  an  allowance  account,  and  the  amount  of  the  deficit  is 
tho  f I ^ surplus  or  deficit  within  operating  expenses.  When  a trade  receivable  is  uncollectible,  it  is  written  off  aqainst 


Trade  and  other  receivables  are  classified  as  loans  and  receivables 
Payables  from  exchange  transactions 


S?r^sf  measured  at  fair  value,  and  are  subsequently  measured  at  amortised  cost,  using  the  effective 


Cash  and  cash  equivalents 


Cash  and  cash  equivalents  comprise  cash  on  hand  and  demand  deposits,  and  other  short-term  highly  liquid  investments 

are  iniiiTai^^a ' H ® amount  Of  Cash  and  are  subject  to  an  insignificant  risk  of  changes  in  value  These 

are  rnjtjaJJy  and  subsequently  recorded  at  fair  value. 

Bank  overdraft  and  borrowings 

borrowings  are  initially  measured  at  fair  value,  and  are  subsequently  measured  at  amortised  cost 
o^edlmrni^n  Ilf  method  Any  difference  between  the  proceeds  (net  of  transaction  costs)  and  the  settlement 

policJ^r  bormiSg  borrowings  in  accordance  with  the  municipality's  accounting 

Derivatives 


andTnt!lr«!  designated  as  hedging  instruments,  consisting  of  foreign  exchange  contracts 

suSseTuent  mpor/date  " " ^^-measured  to  fair  value  at 

in  other  financial  instruments  or  other  non-financial  host  contracts  are  treated  as  separate 
^ risks  and  characteristics  are  not  closely  related  to  those  of  the  host  contract  and  the  host  contract  is 
not  carried  at  fair  value  with  unrealised  gains  or  losses  reported  in  surplus  or  deficit. 


Changes  in  the  fair  value  of  derivative  financial  instruments  are  recognised  in  surplus  or  deficit  as  they  arise. 
Derivatives  are  classified  as  financial  assets  at  fair  value  through  surplus  or  deficit  - held  for  trading. 
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1*5  Financial  instruments  (continued) 

Held  to  maturity 


These  financial  assets  are  initially  measured  at  fair  value  plus  direct  transaction  costs, 

^subsequent  reporting  dates  these  are  measured  at  amortised  cost  using  the  effective  interest  rate  method  iess  any 
K T irrecoverable  amounts.  Ah  impairment  loss  is  recognised  in  surplus  or  deficit  when 

there  is  objertive  evidence  that  the  asset  is  impaired,  and  is  measured  as  the  difference  between  the  investment's  carrvina 
amount  and  he  present  value  of  estimated  future  cash  flows  discounted  at  the  effective  interest  rate  computed  at  initia7  ^ 

^versed  in  Subsequent  periods  when  an  increase  in  the  investment’s  recoverable 

occurring  after  the  impairment  was  recognised,  subject  to  the  restriction  that 
me  investment  at  the  date  the  impairment  is  reversed  shall  not  exceed  what  the  amortised  cost 

would  have  been  had  the  impairment  not  been  recognised. 

Financial  assets  that  the  municipality  has  the  positive  intention  and  ability  to  hold  to  maturity  are  classified  as  held  to 
rnaturity. 

Gains  and  losses 

A gam  or  loss  arising  from  a change  in  a financial  asset  or  financial  liability  is  recognised  as  follows: 

A gam  or  loss  on  a financial  asset  or  financial  liability  classified  as  at  fair  value  through  surplus  or  deficit  is 
recognised  in  surplus  or  deficit; 

A gam  or  loss  on  an  available-for-sale  financial  asset  is  recognised  directly  in  net  assets,  through  the  statement 
of  changes  m net  assets,  until  the  financial  asset  is  derecognised,  at  which  time  the  cumulative  gain  or  loss 
previously  recognised  in  net  assets  is  recognised  in  surplus  or  deficit;  and 

and  financial  liabilities  carried  at  amortised  cost,  a gain  or  loss  is  recognised  in  surplus  or 
nf™  financial  asset  or  financial  liability  is  derecognised  or  impaired,  and  through  the  amortisation 

Impairment  of  financial  assets 


assesses  at  each  statement  of  financial  position  date  whether  a financial  asset  or  group  of  financial  assets 
Assets  are  cariied  at  amortised  cost. 

thramourn  of  receivables  carried  at  amortised  cost  has  been  incurred, 

ectimTfoH  f ^ h fl  as  the  difference  between  the  asset's  carrying  amount  and  the  present  value  of 

estimated  future  cash  flows  (excluding  future  credit  losses  that  have  not  been  incurred)  discounted  at  the  financial  asset's 

^®‘®  recognition).  The  carrying  amoun!  of  the 

fecniniwri  either  directly  or  through  the  use  of  an  allowance  account.  The  amount  of  the  loss  shall  be 

recognised  in  surplus  or  deficit.  The  municipality  first  assesses  whether  objective  evidence  of  impairment  exists  individuallv 

KnitoS  ims  d^termin^^^^^^^  individually  or  collectively  for  financial  assets  that  are  not  individually 

sign  ticant  If^  is  determined  that  no  objective  evidence  of  impairment  exists  for  an  individually  assessed  financial  asset 

^'r^u  J of  f included  in  a group  of  financial  assets  with  similar  credit  risk  characteristics  and  that 

foTwhifh^Ln  collectively  assessed  for  impairment.  Assets  that  are  individually  assessed  for  impairment  and 

for  which  an  impairment  loss  is  or  continues  to  be  recognised  are  not  included  in  a collective  assessment  of  impairment. 

1.6  Tax 
VAT 


i ■ 1 ^ ^ services,  except  where  the  supplies  are  specificallv 

1*7  Inventories 

>>’-5'’  = """.exchange  .ransacian,  than 
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U Inventories  (continued) 


Subsequently  inventories  are  measured  at  the  lower  of  cost  and  net  realisable  value. 


Inventories  are  measured  at  the  lower  of  cost  and  current  replacement  cost  where  they  are  held  for 

• distribution  at  no  charge  or  for  a nominal  charge;  or 

• consumption  in  the  production  process  of  goods  to  be  distributed  at  no  charge  or  for  a nominal  charge 


Net  realisable  value  is  the  estimated  selling  price  in  the  ordinary  course  of  operations  less 
completion  and  the  estimated  costs  necessary  to  make  the  sale,  exchange  or  distribution. 


the  estimated  costs  of 


Current  replacement  cost  is  the  cost  the  municipality  incurs  to  acquire  the  asset  on  the  reporting  date. 

comprises  of  all  costs  of  purchase,  costs  of  conversion  and  other  costs  incurred  in  bringing  the 
inventories  to  their  present  location  and  condition  ° ^ 


items  that  are  not  ordinarily  interchangeable  and  goods  or  services  produced  and  segregated  for 
specific  projects  is  assigned  using  specific  identification  of  the  individual  costs. 

of  inventories  is  assigned  using  the  first-in,  first-out  (FIFO)  formula.  The  same  cost  formula  is  used  for  all 
inventories  having  a similar  nature  and  use  to  the  municipality. 

of  those  inventories  are  recognised  as  an  expense  in  the  period  in  which 
the  related  revenue  is  recognised.  If  there  is  no  related  revenue,  the  expenses  are  recognised  when  the  goods  are 

rendered.  The  amount  of  any  write-down  of  inventories  to  net  realisable  value  or  current 
S ® recognised  as  an  expense  in  the  period  the  write-down  or  loss  occurs 

7 wnte-down  Of  inventories,  arising  from  an  increase  in  net  realisable  value  or  current 
whichTe  revSl  oclurr^  ^ of  inventories  recognised  as  an  expense  in  the  period  in 


1.8  Non-current  assets  held  for  sate  and  disposal  groups 

Non-current  assets  and  disposal  groups  are  classified  as  held  for  sale  if  their  carrying  amount  will  be  recovered  onncioallv 
through  a sale  transaction  rather  than  through  continuing  use.  This  condition  Is  regarded  as  met  only  when  the  sale  is 
highly  Probable  and  the  asset  (or  disposal  group)  Is  available  for  immediate  sale  in  its  present  condition.  Management  must 
dat^f  da*ssifiratlrn^^'^'  expected  to  qualify  for  recognition  as  a completed  sale  within  one  year  from  the 

coTtsTJsell  disposal  group)  are  measured  at  the  lower  of  its  carrying  amount  and  fair  value  less 


sumkis'or^defer*^^^"^^^  attributable  to  the  liabilities  of  a disposal  group  classified  as  held  for  sale  are  recognised  in 


1-9  Impairment  of  cash-generating  assets 


Cash-generating  assets  are  those  assets  held  by  the  municipality  with  the  primary  objective  of  generating  a commercial 
SZeSXn''"' " insistent  With  that  adopted  by  a proft-orientateTenttty  ?t  ^ne™ 


Impairment  is  a loss  in  the  future  economic  benefits  or  service  potential  of  an  asset,  over  and  above  the  systematic 
recognition  of  the  loss  of  the  asset  s future  economic  benefits  or  service  potential  through  depreciation  (amortisation). 


Carrying  amount  is  the  amount  at  which  an  asset  is  recognised  in  the  statement  of  financial 
accumulated  depreciatfon  and  accumulated  impairment  losses  thereon. 


position  after  deducting  any 


A cash-generating  unit  is  the  smallest  identifiable  group  of  assets  held  with 
commercial  return  that  generates  cash  inflows  from  continuing  use  that  are 
other  assets  or  groups  of  assets. 


the  primary  objective  of  generating  a 
largely  independent  of  the  cash  inflows  from 
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1.9  Impairment  of  cash -generating  assets  {continued} 

Costs  of  disposal  are  incremental  costs  directly  attributable  to  the  disposal  of  an  asset,  excluding  finance  costs  and  income 


Depreciation  (Annortisation)  is  the  systematic  allocation  of  the  depreciable  amount  of  an  asset  over  its  useful  life. 


Fair  value  less  costs  to  sell  is  the  amount  obtainable  from  the  sale  of  an  asset  in  an  arm’s 
knowledgeable,  willing  parlies,  less  the  costs  of  disposal. 


length  transaction  between 


Recoverable  amount  of  an  asset  or  a cash-generating  unit  is  the  higher  its  fair  value  less  costs  to  sell  and  its  value  in  use. 
Useful  life  is  either; 

(a)  the  period  of  time  over  which  an  asset  is  expected  to  be  used  by  the  municipality;  or 

(b)  the  number  of  production  or  similar  units  expected  to  be  obtained  from  the  asset  by  the  municipality. 

Criteria  developed  by  the  municipality  to  distinguish  cash-generating  assets  from  non-cash-generating  assets  are  as  follow: 
Discount  rate 


'f  ® assessments  of  the  time  value  of  money,  represented  by  the 

SJsted  ^ estimates  Lve  not  beL 

Redesignation 

of  assets  from  a ^sh-generating  asset  to  a non-cash-generating  asset  or  from  a non-cash-generating 
asset  to  a cash -gene rating  asset  only  occur  when  there  is  clear  evidence  that  such  a redesignation  is  appropriate. 

1»10  Impairment  of  non-cash-genarating  assets 

^jy  the  municipality  with  the  primary  objective  of  generating  a commercial 
Sm^ercia!?etJrr  ® consistent  with  that  adopted  by  a profit-orientated  entity,  it  generates  a 


Non-cash-gensrating  assets  ar6  assets  other  than  cash-generating  assets. 

Impaimient  is  a loss  in  the  future  economic  benefits  or  service  potential  of  an  asset,  over  and  above  the  systematic 
recognition  of  the  loss  of  the  asset's  future  economic  benefits  or  service  potential  through  depreciation  (amortisation). 

the  amount  at  which  an  asset  is  recognised  in  the  statement  of  financial  position  after  deducting  any 
accumulated  depreciation  and  accumulated  Impairment  losses  thereon.  ^ ^ 

A cash-generating  unit  is  the  smallest  identifiable  group  of  assets  held  with  the  primary  objective  of  generating  a 
othTa\'s^s?r^gToup1  continuing  use  that  are  largely  independent  of  the  cash  inflows  from 


Costs  of  disposal  are  Incremental  costs  directly  attributable  to  the 
tax  expense. 


disposal  of  an  asset,  excluding  finance 


costs  and  income 


Depreciation  (Amortisation)  is  the  systematic  allocation  of  the  depreciable  amount  of  an  asset  over  its  useful  life. 


Fair  value  less  costs  to  sell  is  the  amount  obtainable  from  the  sale  of  an  asset  in  an  arm’s 
knowledgeable,  willing  parties,  less  the  costs  of  disposal. 


length  transaction  between 


Recoverable  service  amount  is  the  higher  of  a non-cash-generating  asset's  fair  value  less  costs  to  sell  and  its  value  in  use. 
Useful  life  is  either: 

(a)  the  period  of  time  over  which  an  asset  is  expected  to  be  used  by  the  municipality  or 

(b)  the  number  of  production  or  similar  units  expected  to  be  obtained  from  the  asset  by  the  municipality. 
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1.10  Impairment  of  non-cash-generating  assets  (contmued) 

Reversal  of  an  impairment  loss 

The  municipality  assess  at  each  reporting  date  whether  there  is  any  indication  that  an  impairment  loss  recognised  in  prior 
penods  for  a non-cash-generating  asset  may  no  longer  exist  or  may  have  decreased.  If  any  such  indication  exists  the 
municipality  estimates  the  recoverable  service  amount  of  that  asset. 

An  impairment  loss  recognised  in  prior  periods  for  a non^tash-generating  asset  is  reversed  if  there  has  been  a change  in 
^e  estimates  used  to  determine  the  asset's  recoverable  service  amount  since  the  last  impairment  loss  was  recognised 
The  carrying  amount  of  the  asset  is  increased  to  its  recoverabfe  service  amount.  The  increase  is  a reversal  of  an 
impairment  loss.  The  increased  carrying  amount  of  an  asset  attributable  to  a reversal  of  an  impairment  loss  does  not 
exceed  the  carrying  amount  that  would  have  been  determined  (net  of  depreciation  or  amortisation)  had  no  impairment  loss 
been  recognised  for  the  asset  in  prior  periods 

A reversal  of  an  impairment  loss  for  a non-cash-generating  asset  is  recognised  immediately  In  surplus  or  deficit. 

Any  reversal  of  an  impairment  loss  of  a revalued  non-cash-generating  asset  is  treated  as  a revaluation  increase. 

After  a reversal  of  an  impairment  loss  is  recognised,  the  depreciation  (amortisation)  charge  for  the  non-cash-generatinq 
asset  IS  adjusted  in  future  periods  to  allocate  the  non-cash-generating  asset's  revised  carrying  amount,  less  its  residual 
value  (if  any),  on  a systematic  basis  over  its  remaining  useful  life, 

1.11  Employee  benefits 


Short-term  employee  benefits 


The  cost  of  short-term  employee  benefits,  (those  payable  within  12  months  after  the  service  is  rendered  such  as  paid 
vacation  leave  and  sick  leave,  bonuses,  and  non-monetary  benefits  such  as  medical  care),  are  recognised  in  the  period  in 
which  the  service  is  rendered  and  are  not  discounted,  ^ ^ 


The  expected  cost  of  compensated  absences  is  recognised  as  an  expense  as  the  employees  render  services  that  increase 
their  entitlement  or,  in  the  case  of  non-accumulating  absences,  when  the  absence  occurs. 


The  expected  cost  of  surplus  sharing  and  bonus  payments  is  recognised  as  an  expense  when  there  is  a legal  or 
constructive  obligation  to  make  such  payments  as  a result  of  past  performance. 

Defined  contribution  plans 


Payments  to  defined  contribution  retirement  benefit  plans  are  charged  as  an  expense  as  they  fall  due. 
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1*11  Employee  benefits  (continued) 

Defined  benefit  plans 

For  defined  benefit  plans  the  cost  of  providing  the  benefits  is  determined  using  the  projected  credit  method. 

Actuarial  valuations  are  conducted  on  an  annual  basis  by  independent  actuaries  separately  for  each  plan. 

Consideration  is  given  to  any  event  that  could  impact  the  funds  up  to  30  June  2013  where  the  interim  valuation  is  performed 
at  an  earlier  date, 

Past  service  costs  are  recognised  imrrrediateJy  tc  the  extent  that  the  benefits  are  already  vested,  and  are  otherwise 
amortised  on  a straight  line  basis  over  the  average  period  until  the  amended  benefits  become  vested. 

To  the  extent  that,  at  the  beginning  of  the  financial  period,  any  cumulative  unrecognised  actuarial  gain  or  loss  exceeds  ten 
percent  of  the  greater  of  the  present  value  of  the  projected  benefit  obligation  and  the  fair  value  of  the  plan  assets  (the 
corridor),  that  portion  is  recognised  in  surplus  or  deficit  over  the  expected  average  remaining  service  lives  of  participating 
employees.  Actuarial  gains  or  losses  within  the  corridor  are  not  recognised. 

Gains  or  losses  on  the  curtailment  or  settlement  of  a defined  benefit  plan  is  recognised  when  the  entity  is  demonstrably 
committed  to  curtailment  or  settlement 

When  it  is  virtually  certain  that  another  party  will  reimburse  some  or  all  of  the  expenditure  required  to  settle  a defined  benefit 
obligation,  the  right  to  reimbursement  is  recognised  as  a separate  asset.  The  asset  is  measured  at  fair  value  In  all  other 
respects,  the  asset  is  treated  in  the  same  way  as  plan  assets.  In  surplus  or  deficit,  the  expense  relating  to  a defined  benefit 
plan  IS  presented  as  the  net  of  the  amount  recognised  for  a reimbursement. 

The  amount  recognised  in  the  statement  of  ffnancial  position  represents  the  present  value  of  the  defined  benefit  obligation 
as  adjusted  for  unrecognised  actuarial  gains  and  losses  and  unrecognised  past  service  costs,  and  reduces  by  the  fair  value 
of  plan  assets. 

Any  asset  is  limited  to  unrecognised  actuarial  losses  and  past  service  costs,  plus  the  present  value  of  available  refunds  and 
reduction  m future  contributions  to  the  plan. 

Other  post  retirement  obligations 

The  Municipality  provides  post-retirement  health  care  benefits,  housing  subsidies  and  gratuities  upon  retirement  to  some 


The  entittement  to  posWeUrement  heafth  care  benefits  is  based  on  the  employee  remaining  fn  service  up  to  retirement  aqe 
and  the  completion  of  a minimum  service  period.  The  expected  costs  of  these  benefits  are  accrued  over  the  period  of 
employment.  Independent  qualified  actuaries  carry  out  valuations  of  these  obligations.  The  entity  also  provides  a gratuity 
r h retirement  to  certain  employees.  An  annual  charge  to  income  is  made  tc  cover  both  these 


1.12  Provrsions  and  contingencies 

Provisions  are  recognised  when: 

the  municipality  has  a present  obligation  as  a result  of  a past  event; 

• it  is  probable  that  an  outflow  of  resources  embodying  economic  benefits  or  service  potential  will  be  reauired  to 
settle  the  obligation;  and 

• a reliable  estimate  can  be  made  of  the  obligation 

The  amount  of  a provision  is  the  best  estimate  of  the  expenditure  expected  to  be  required  to  settle  the  present  obligation  at 
the  reporting  date.  ^ 

Where  the  effect  of  time  value  of  money  is  material,  the  amount  of  a provision  is  the  present  value  of  the  expenditures 
expected  to  be  required  to  settle  the  obligation.  ^ 


The  discount  rate  is  a pre-tax  rate  that  reflects  current  market  assessments  of  the  time  value  of  money  and  the  risks 
specific  to  the  liability. 
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1.12  Provisions  and  contingencies  (continued) 

Where  some  or  all  of  the  expenditure  required  to  settle  a provision  is  expected  to  be  reimbursed  by  another  party,  the 
reimbursement  is  recognised  when,  and  only  when,  it  is  virtually  certain  that  reimbursement  will  be  received  if  the 
municipality  settles  the  obligation.  The  reimbursement  is  treated  as  a separate  asset.  The  amount  recognised  for  the 
reimbursement  does  not  exceed  the  amount  of  the  provision 

Provisions  are  reviewed  at  each  reporting  date  and  adjusted  to  reflect  the  current  best  estimate.  Provisions  are  reversed  if  it 
IS  no  longer  probable  that  an  outflow  of  resources  embodying  economic  benefits  or  service  potential  will  be  reouired  to 
settle  the  obligation. 

Where  discounting  is  used,  the  carrying  amount  of  a provision  increases  in  each  period  to  reflect  the  passage  of  time  This 
increase  ts  recognised  as  an  interest  expense. 

A provision  is  used  only  for  expenditures  for  which  the  provision  was  originally  recognised. 

Provisions  are  not  recognised  for  future  operating  deficits. 

If  an  entity  has  a contract  that  is  onerous,  the  present  obligation  (net  of  recoveries)  under  the  contract  is  recognised  and 
measured  as  a provision.  ^ 


A constructive  obligation  to  restructure  arises  only  when  an  entity: 

• has  a detailed  formal  plan  for  the  restructuring,  identifying  at  least: 

the  activity/operating  unit  or  part  of  a activity/operating  unit  concerned; 
the  principal  locations  affected; 

the  location,  function,  and  approximate  number  of  employees  who  will  be  compensated  for  services  being 
terminated;  ^ 

the  expenditures  that  will  be  undertaken;  and 
when  the  plan  will  be  implemented;  and 

has  raised  a valid  expectation  in  those  affected  that  it  will  carry  out  the  restructuring  by  starting  to  implement  that 
plan  or  announcing  its  main  features  to  those  affected  by  it. 

A restructuring  provision  includes  onfy  the  direct  expenditures  arising  from  the  restructuring,  which  are  those  that  are  both^ 

• necessarily  entailed  by  the  restructuring;  and 

• not  associated  with  the  ongoing  activities  of  the  municipality 

No  obligation  arises  as  a consequence  of  the  sale  or  transfer  of  an  operation  until  the  municipality  is  committed  to  the  sale 
or  transfer,  that  is,  there  is  a binding  arrangement. 

After  theinnitial  recognition  contingent  liabilities  recognised  In  entity  combinations  that  are  recognised  separately  are 
subsequently  measured  at  the  higher  of:  ocMaiaicFy  are 

• the  amount  that  would  be  recognised  as  a provision;  and 
the  amount  initially  recognised  less  cumulative  amortisation. 


Contingent  assets  and  contingent  liabilities  are  not  recognised  Contingencies  are  disclosed  in  note 

A financial  guarantee  contract  is  a contract  that  requires  the  issuer  to  make  specified  payments  to  reimburse  the  holder  for 
a loss  Jt  incurs  because  a specified  debtor  fails  to  make  payment  when  due  in  accordance  with  the  original  or  modified 
terms  of  a debt  instrument. 


Loan  commitment  is  a firm  commitment  to  provide  credit  under  pre-specified  terms  and  conditions. 


The  municipality  recognises  a provision  for  financial  guarantees  and  loan  commitments  when  it  is  probable  that  an  outflow 
of  resources  embodying  economic  benefits  and  service  potential  will  be  required  to  settle  the  obligation  and  a reliable 
estimate  of  the  obligation  can  be  made. 

of  resources  is  probable  in  relation  to  financial  guarantees  requires  judgement.  Indications 
that  an  outflow  of  resources  may  be  probable  are:  ^ 

■ financial  difficulty  of  the  debtor; 

• defaults  or  delinquencies  in  interest  and  capita i repayments  by  the  debtor 

* of  the  debt  instrument  that  result  In  it  being  payable  earlier  than  the  agreed  term  and  the 
ability  of  the  debtor  to  settle  its  obligation  on  the  amended  terms;  and 
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1.12  Provisions  and  contingencies  (continued) 

* economic  cl rcurm stances  (e.g,  high  interest  rates,  inflation  and  unemployment)  that  impact 

on  the  ability  ofentities  to  repay  their  obligations. 

IS  received  by  the  municipality  for  issuing  a financial  guarantee  and/or  where  a fee  is  charged  on  loan 

Sr^eri  a ,‘frhirrH  amount  required  to  settle  the  obligation  at  reporting 

™ ^ charged  and  the  municipality  considers  that  an  outflow  of  economic  resources  is  probable  an 

municipality  recognises  the  obligation  at  the  higher  of: 

Standard  of  GRAP  on  Provisions,  Contingent  Liabilities  and  Contingent 

the  amount  of  the  fee  initially  recognised  less,  where  appropriate,  cumulative  amortisation  recognised  in 
accordance  with  the  Standard  of  GRAP  on  Revenue  from  Exchange  Transactions 

1.13  Revenue  from  exchange  transactions 

Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  during  the  reporting  period  when  those  inflows  result 
in  an  increase  in  net  assets,  other  than  increases  relating  to  contributions  from  owners. 

'f  municipality  receives  assets  or  services,  or  has  liabilities  extinguished,  and 

Shange  ®9ual  value  (primarily  in  the  form  of  goods,  services  or  use  of  assets)  to  the  other  party  in 

pMes  Kno-leageable,  willing 

Measurement 

reba^e^  fair  value  of  the  consideration  received  or  receivable,  net  of  trade  discounts  and  volume 
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1.13  Revenue  from  exchange  transactions  (continued) 

Rendering  of  services 

When  the  outcome  of  a transaction  involving  the  rendering  of  services  can  be  estimated  reliably,  revenue  associated  with 
the  transaction  is  recognised  by  reference  to  the  stage  of  completion  of  the  transaction  at  the  reporting  date.  The  outcome 
Of  a transaction  can  be  estimated  reliably  when  all  the  following  conditions  are  satisfied: 

• the  amount  of  revenue  can  be  measured  reliably; 

• it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 

nnuniotpa!ity» 

• the  stage  of  completion  of  the  transaction  at  the  reporting  date  can  be  measured  reliably;  and 

• the  costs  incurred  for  the  transaction  and  the  costs  to  complete  the  transaction  can  be  measured  reliably. 

VVhen  serviMS  are  performed  by  an  indeterminate  number  of  acts  over  a specified  time  frame,  revenue  is  recognised  on  a 
straight  line  basis  over  the  specified  time  frame  unless  there  is  evidence  that  some  other  method  better  represents  the 
stage  of  completion  When  a specific  act  is  much  more  significant  than  any  other  acts,  the  recognition  of  revenue  is 
postponed  until  the  significant  act  is  executed. 


When  the  outcome  of  the  transaction  involving  the  rendering  of  services  cannot  be  estimated  reliably,  revenue  rs 
recognised  only  to  the  extent  of  the  expenses  recognised  that  are  recoverable. 

Service  Charges 

Flat  rate  servi^  charges  relating  to  electricity  and  water  which  are  based  on  consumption  are  metered  and  an  estimate  of 
consumption  between  the  latest  meter  reading  and  the  reporting  date  shall  be  recognised. 

Meters  are  read  on  a monthly  basis  and  are  recognised  as  revenue  when  invoiced.  Provisional  estimates  of  consumptions 
are  made  monthly  when  meter  readings  have  not  been  performed  and  are  recognised  as  revenue  when  invoiced. 
Adjustments  to  provisional  estimates  of  consumption  are  made  then  recognised  in  the  statement  of  financial  performance  in 
the  invoicing  period  in  which  meters  have  been  read 


Revenue  from  the  sale  of  electricity  prepaid  meter  credit  is  recognised  at  the  point  of  sale 


In  respect  of  estimates  of  consumption  between  the  last  reading  date  and  the  reporting  date, 
based  on  the  average  monthly  consumption  of  consumers. 


an  accrual  is  made  based  on 


Service  charges  relating  to  refuse  removal  are  recognised  on  a monthly  basis  by  applying  the  approved  tariff  to  each 
property  that  has_  improvements.  Tariffs  are  determined  per  category  of  property  usage  and  are  levied  monthly  based  on 
the  number  of  refuse  containers  on  each  property,  regardless  of  whether  or  not  oontatners  are  emptied  during  the  month. 


Servi«  Charges  from  sewerage  and  sanitation  are  based  on  the  size  of  the  property,  number  of  dwellings  on  each  property 
and  the  connectionSf  using  the  tariffs  approved  by  Council  and  are  levied  monthly. 


Other  Revenue 


Revenue  from  the  recovery  of  unauthorised,  irregular,  fruitless  and  wasteful  expenditure  is  based  on  legislated  procedures 
including  those  set  out  in  the  Municipal  Finance  Management  Act  (Act  No.56  of  2003)  and  ts  recognised  when  the  recovery 
thereof  from  the  responsible  councillors  or  officials  is  virtually  certain 


Revenue  from  the  rental  of  facilities  and  equipment  is  recognised  on  a straight-line  basis  over  the  term  of  the  lease 
agreement. 


Interest,  royalties  and  dividends 

Revenue  arising  from  the  use  by  others  of  entity  assets  yielding  interest,  royalties  and  dividends  is  recognised  when: 

• It  IS  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality,  and 

• The  amount  of  the  revenue  can  be  measured  reliably. 

Interest  is  recognised,  in  surplus  or  deficit,  using  the  effective  interest  rate  method. 

Se^ioe  fees  included  in  the  price  of  the  product  are  recognised  as  revenue  over  the  period  during  which  the  service  is 
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1.14  Revenue  from  non-exchange  transactions 

Revenue  comprises  gross  inflows  of  economic  benefits  or  service  potential  received  and  receivable  by  an  municipality, 
which  represents  an  increase  in  net  assets,  other  than  increases  relating  to  contributions  from  owners. 

Conditions  on  transferred  assets  are  stipulations  that  specify  that  the  future  economic  benefits  or  service  potential 
embodied  in  the  asset  is  required  to  be  consumed  by  the  recipient  as  specified  or  future  economic  benefits  or  service 
potential  must  be  returned  to  the  transferor. 

Control  of  an  asset  arise  when  the  municipality  can  use  or  otherwise  benefit  from  the  asset  in  pursuit  of  its  obiectives  and 
can  exclude  or  otherwise  regulate  the  access  of  others  to  that  benefit. 

Exchange  transactions  are  transactions  in  which  one  entity  receives  assets  or  services,  or  has  liabilities  extinguished  and 
directly  gives  approximately  equal  value  (primarily  in  the  form  of  cash,  goods,  services,  or  use  of  assets)  to  another  entity  in 

^ Yi^n  a riin4»  * ' 


Expenses  paid  through  the  tax  system  are  amounts  that  are  available  to  beneficiaries  regardless  of  whether  or  not  they  pay 


Fines  are  economic  benefits  or  service  potential  received  or  receivable  by  entities,  as  determined  by  a court  or  other  law 
enforcement  body,  as  a consequence  of  the  breach  of  laws  or  regulations, 

Non-exchange  transactions  are  transactions  that  are  not  exchange  transactions.  In  a non-exchange  transaction  an 
municipality  either  receives  value  from  another  municipality  without  directly  giving  approximately  equal  value  in  exchange 
or  gives  value  to  another  municipality  without  directly  receiving  approximately  equal  value  in  exchange. 

transferred  assets  are  stipulations  that  limit  or  direct  the  purposes  for  which  a transferred  asset  may  be 
used,  but  do  not  specify  that  future  economfc  benefits  or  service  potential  is  required  to  be  returned  to  the  transferor  if  not 
deployed  as  specified. 

Stipulations  on  transferred  assets  are  terms  in  laws  or  regulation,  or  a binding  arrangement,  imposed  upon  the  use  of  a 
transferred  asset  by  entities  external  to  the  reporting  municipality. 

Tax  expenditures  are  preferential  provisions  of  the  tax  law  that  provide  certain  taxpayers  with  concessions  that  are  not 
available  to  others. 


The  taxable  event  is  the  event  that  the  government,  legislature  or  other  authority  has  determined  will  be  subject  to  taxation. 

Taxes  are  economic  benefits  or  service  potential  compulsorily  paid  or  payable  to  entities,  in  accordance  with  laws  and  or 
regulations,  established  to  provide  revenue  to  government  Taxes  do  not  include  fines  or  other  penalties  imposed  for 
breaches  of  the  law.  ^ 

Transfers  are  inflows  of  future  economic  benefits  or  service  potential  from  non-exchange  transactions,  other  than  taxes. 

Recognition 


An  inflow  of  resources  from  a non^exchange  transaction  recognised  as  an  asset  is  recognised  as  revenue  except  to  the 
extent  that  a liability  is  aJso  recognised  in  respect  of  the  same  inflow. 


As  the  municipality  satisfies  a present  obligation  recognised  as  a liability  in  respect  of  an  inflow  of  resources  from  a non- 
exchange transaction  recognised  as  an  asset,  it  reduces  the  carrying  amount  of  the  liability  recognised  and  recognises  an 
amount  of  revenue  equal  to  that  reduction. 
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1.14  Revenue  from  non-exchange  transactions  (continued) 
Measurement 


Revenue  from  a non-exchange  transaction  is  measured  at  the  amount  of  the  increase  in  net  assets  recognised  bv  the 
municfpaHty. 


When,  as  a result  of  a non-exchange  transaction,  the  municipality  recognises  an  asset,  it  also  recognises  revenue 
equivalent  to  the  amount  of  the  asset  measured  at  its  fair  value  as  at  the  date  of  acquisition,  unless  it  is  also  required  to 
recognise  a liability,  Where  a liability  is  required  to  be  recognised  it  will  be  measured  as  the  best  estimate  of  the  amount 
required  to  settle  the  obligation  at  the  reporting  datBi  and  the  amount  of  the  increase  in  net  assets  if  any  recognised  as 
revenue.  When  a liability  is  subsequently  reduced,  because  the  taxable  event  occurs  or  a condition  is  satisfied,  the  amount 
of  the  reduction  in  the  liability  is  recognised  as  revenue 

Services  in-kind 

Services  in-kind  are  recognised  as  revenue  and  as  assets.  Services  in-kind  are  services  provided  by  individuals  to  the 
municipality  in  a non^exchange  transaction.  These  services  meet  the  definition  of  an  asset  because  the  entity  controls  a 
resource  from  which  future  economic  benefits  or  service  potential  is  expected  to  flow  to  the  entity.  These  assets  are, 
however,  immediately  consumed  and  a transaction  of  equal  value  is  also  recognised  to  reflect  the  consumption  of  these 
services  in-kind. 

The  municipality  may  be  a recipient  of  services  in-kind  under  voluntary  or  non-voluntary  schemes  operated  in  the  public 
interest,  for  example: 

(a)  Technical  assistance  from  other  governments  or  international  organisations; 

(b)  local  governments  may  receive  the  services  of  volunteer  frre  fighters. 

Due  to  the  many  uncertainties  surrounding  services  in-kind,  including  the  abiltty  to  exercise  control  over  the  services  and 
measuring  the  fair  value  of  the  services,  the  municipality  did  not  recognise  any  services  in-kind  however  the  services  in-kind 
will  be  disclosed  in  the  notes  to  the  financial  statements. 

The  disclosures  will  assist  users  to  make  informed  judgements  about  the  contribution  made  by  such  services  to  the 
achievement  of  the  entity’s  objectives  during  the  reporting  period,  and  the  entity’s  dependence  on  such  services  for  the 
achievement  of  its  objectives  in  the  future 

1.15  Investment  income 

Investment  income  is  recognised  on  a time-proportion  basis  using  the  effective  interest  method. 

1.15  Unauthorised  expenditure 

Unauthorised  expenditure  means: 

• overspending  of  a vote  or  a main  division  within  a vote;  and 

• expenditure  not  in  accordance  with  the  purpose  of  a vote  or,  in  the  case  of  a main  division,  not  in  accordance 
with  the  purpose  of  the  main  division. 


All  expenditure  relating  to  unauthorised  expenditure  is  recognised  as  an  expense  in  the  statement  of  financial  performance 
in  the  year  that  the  expenditure  was  incurred.  The  expenditure  is  classified  in  accordance  with  the  nature  of  the  expense, 
and  where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the  statement  of  financial  performance. 

1.17  Fruitless  and  wasteful  expenditure 

Fruitless  expenditure  means  expenditure  which  was  made  in  vain  and  would  have  been  avoided  had  reasonable  care  been 
exercised. 


All  expenditure  relating  to  fruitless  and  wasteful  expenditure  is  recognised  as  an  expense  in  the  statement  of  financial 
performance  in  the  year  that  the  expenditure  was  Incurred.  The  expenditure  is  classified  in  accordance  with  the  nature  of 
the  expense,  and  where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the  statement  of  financial  performance. 

1.18  Irregular  expenditure 


Irregular  expenditure  that  was  incurred  and  identified  during  the  current  financial  year  and  which  was  condoned  before  year 
end  andMr  before  finalisation  of  the  financial  statements  must  also  be  recorded  appropriately  in  the  irregular  expenditure 
register  In  such  an  instance,  no  further  action  is  also  required  with  the  exception  of  updating  the  note  to  the  financial 

CT  Q T ArVua  n 
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1.18  Irregular  expenditure  (continued) 

Irregular  expenditure  that  was  incurred  and  identified  during  the  current  financial  year  and  for  which  condonement  is  being 
awaited  at  year  end  must  be  recorded  in  the  irregular  expenditure  register.  No  further  action  is  required  with  the  exceotion 
of  updating  the  note  to  the  financial  statements. 


Where  irregular  expenditure  was  incurred  in  the  previous  financial  year  and  is  only  condoned  in  the  following  financial  year 
the  register  and  the  discfosure  note  to  the  financial  statements  must  be  updated  with  the  amount  condoned. 

Irregular  expenditure  that  was  incurred  and  identified  during  the  current  financial  year  and  which  was  not  condoned  by  the 
National  Treasury  or  the  relevant  authority  must  be  recorded  appropriately  in  the  irregular  expenditure  register.  If  liability  for 
the  irregular  expenditure  can  be  attributed  to  a person,  a debt  account  must  be  created  if  such  a person  is  liable  in  law. 
Immediate  steps  must  thereafter  be  taken  to  recover  the  amount  from  the  person  concerned.  If  recovery  is  not  possible,  the 
accounting  officer  or  accounting  authority  may  write  off  the  amount  as  debt  impairment  and  disclose  such  in  the  relevant 
note  to  the  financial  statements.  The  irregular  expenditure  register  must  also  be  updated  accordingly.  If  the  irregular 
expenditure  has  not  been  condoned  and  no  person  is  liable  in  law.  the  expenditure  related  thereto  must  remain  against  the 
relevant  programme/expenditure  item,  be  disclosed  as  such  in  the  note  to  the  financial  statements  and  updated  accord inalv 
in  the  irregular  expenditure  register 

Irregular  expenditure  is  expenditure  that  is  contrary  to  the  Municipal  Finance  Management  Act  (Act  No  56  of  2003)  the 
Municipal  Systems  Act  (Act  No  32  of  2000),  and  the  Public  Office  Bearers  Act  (Act  No,  20  of  1098)  or  is  In  contravention  of 
the  economic  entity  s supply  chain  management  policy,  irregular  expenditure  excludes  unauthorised  expenditure  Irregular 
expenditure  is  accounted  for  as  expenditure  in  the  Statement  of  Financial  Performance  and  where  recovered  it  is 
subsequently  accounted  for  as  revenue  in  the  Statement  of  Financial  Performance. 

1.1S  Use  of  estimates 

The  preparation  of  financial  statements  in  conformity  with  Standards  of  GRAP  requires  the  use  of  certain  critical  accounting 
estimate^  It  also  recfuires  management  to  exercise  its  judgement  in  the  process  of  applying  the  municipality's  accounting 
policies  The  areas  involving  a higher  degree  of  judgement  or  complexity,  or  areas  where  assumptions  and  estimates  are 
Significant  to  the  financial  statements  are  disclosed  in  the  relevant  sections  of  the  financial  statements  Although  these 
estimates  are  based  on  management's  best  knowledge  of  current  events  and  actions  they  may  undertake  in  the  future 
actual  results  ultimately  may  differ  from  those  estimates. 

1.20  Presentation  of  currency 

These  financial  statements  are  presented  in  South  African  Rand. 

1.21  Offsetting 

expenses  have  not  been  offset  except  when  offsetting  is  required  or  permitted  by  a Standard 


1.22  Revaluation  reserve 

The  surplus  arising  from  the  revaluation  of  property,  plant  and  equipment  is  credited  to  a n on-distributable  reserve.  The 
revaluation  surplus  is  realised  as  revalued  buildings  are  depreciated,  through  a transfer  from  the  revaluation  reserve  to  the 
accumulated  surplus/deficit.  On  disposal,  the  net  revaluation  surplus  is  transferred  to  the  accumulated  surplus/deffcit  while 
gams  or  losses  on  disposal,  based  on  revalued  amounts,  are  credited  or  charged  to  the  statement  of  financial  performance. 

1.23  Investments 

Where  the  carrying  amount  of  an  investment  is  greater  than  the  estimated  recoverable  amount,  it  is  written  down 
immediately  to  its  recoverable  amount  and  an  impairment  loss  is  charged  to  the  statement  of  financial  performance. 

1.24  Conditional  grants  and  receipts 

Reveriue  received  from  conditional  grants,  donations  and  funding  are  recognised  as  revenue  to  the  extent  that  the 
rnunicipality  has  complied  with  any  of  the  criteria,  conditions  or  obligations  embodied  in  the  agreement.  To  the  extent  that 
the  criteria,  conditions  or  obligations  have  not  been  met  a liability  is  recognised. 
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1.25  Segmental  information 

Segmental  information  on  property,  plant  and  equipment,  as  well  as  income  and  expenditure,  is  set  out  in  Appendices  C 
and  D,  based  on  the  International  Government  Financial  Statistics  classifications  and  the  budget  formats  prescribed  by 
National  Treasury.  The  municipality  operates  solely  in  its  area  of  jurisdiction  as  determined  by  the  Demarcation  Board 

Segment  information  is  prepared  in  conformity  with  the  accounting  policies  applied  for  preparing  and  presentinq  the 
financial  statements.  r = a 

1.26  Budget  information 

Municipality  are  typically  subject  to  budgetary  limits  in  the  form  of  appropriations  or  budget  authorisations  (or  equivalent) 
which  is  given  effect  through  authorising  legislation,  appropriation  or  similar 

General  purpose  financial  reporting  by  municipality  shall  provide  information  on  whether  resources  were  obtained  and  used 
m accordance  with  the  legally  adopted  budget. 

The  approved  budget  is  prepared  on  a cash  basis  and  presented  by  economic  dassiffcation  linked  to  performance  outcome 


The  approved  budget  covers  the  fiscal  period  from  2012*07-01  to  2013-06-30. 

The  budget  for  the  economic  entity  inciudes  all  the  entities  approved  budgets  under  its  control. 

The  financial  statements  and  the  budget  are  on  the  same  basis  of  accounting  therefore  a comparison  with  the  budgeted 
amounts  for  the  reporting  period  have  been  induded  in  the  Statement  of  comparison  of  budget  and  actual  amounts. 

1.27  Related  parties 

Management  are  those  persons  responsible  for  pianning,  directing  and  controlling  the  activities  of  the  municipality 

including  those  charged  with  the  governance  of  the  municipality  in  accordance  with  legislation,  in  instances  where  they  are 
required  to  perform  such  functions.  ^ i ate 

Close  members  of  the  family  of  a person  are  considered  to  be  those  family  members  who  may  be  expected  to  influence  or 
be  influenced  by,  that  management  in  their  dealings  with  the  municipaiity 

Only  transactions  with  related  parties  not  at  arm's  length  or  not  in  the  ordinary  course  of  business  are  disclosed. 
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Figures  in  Rand 

2013 

2012 

2.  Inventories 

Water  consumables 

Stock  General 

Rubbish  bins 

625  240 
205  514 
438  686 

487  810 
213  646 

2 674  978 

1 289  440 

3 376  434 

During  the  year  rubbish  bins  to  the  value  of  R 2 236  392  were 
local  municipality. 

donatated  to  the  community  in  and  around  Kgetlengrivier 

Inventory  pledged  as  security 

No  inventory  was  pledged  as  security. 

3.  Other  financial  assets 

Non-current  assets 

At  amortised  cost 

20  124 

20  124 

Current  assets 

At  amortised  cost 

5 318  080 

4 723  376 

4.  Receivables  from  exchange  transactions 

Trade  debtors 

640  554 

640  554 

Trade  and  other  receivables  pledged  as  security 

No  trade  and  other  receivables  were  pledged  as  security. 

5.  Receivables  from  non-exchange  transactions 

Fines 

Govern  me  nt  g ra  n ts  a n d su  bsi  d i e s 

Other  receivables  from  non-exchange  revenue 

85  162 

120  274 

86  221 
281  869 
347  003 

205  436 

715  093 

6.  VAT  receivable 

VAT 

1 220  069 

674  642 

o'"  actual 

7.  Consumer  debtors 

Gross  balances 

Rates 

Electricity 

Water 

Sewerage 

Refuse 

Other  (specify) 

4 745  304 

15  398  503 

19  694  304 

8 610  791 

4 868  262 

27  372  435 

7 108  098 

13  632  313 

23  896  077 

12  540  248 

7 542  679 

31  494  610 

80  689  599 

96  214  025 
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Figures  in  Rand 

2013 

2012 

7,  Consumer  debtors  (continued) 

Less:  Allowance  for  impairment 

Rates 

Electricity 

Water 

(3  093  131) 

{9  494  407) 

(5  543  247) 
(6  375  875) 

Sewerage 

Refuse 

(12  306  620) 

(5  517  356) 

(17  195  226) 
(8  783  044) 

Other  (specify) 

(3  175  118) 

(17  272  281) 

(5  290  381) 
(21  721  456) 

(50  858  943) 

(64  909  229) 

Net  balance 

Rates 

Electricity 

Water 

Sewerage 

Refuse 

Other  (specify) 

1 652  173 

5 904  096 

7 387  684 

3 093  405 

1 564  851 

7 256  438 

6 700  851 

3 757  204 

1 693  144 

10  100  154 

2 252  298 

9 773  154 

29  830  656 

31  304  796 

Rates 

Current  (0  -30  days) 

31-60  days 

61  - 90  days 

91  - 120  days 

121  - 365  days 

(83  338) 

295  846 

266  454 

145  165 

1 028  046 

57  790 
176  052 
165  624 
161  117 

1 004  268 

1 652  173 

1 564  851 

Eiectricity 

Current  (0  -30  days) 

31  - 60  days 

61  - 90  days 

91-120  days 

2 261  040 

1 298  840 

698  681 

1 645  535 

3 091  003 
650  002 
537  592 

2 977  841 

5 904  096 

7 256  48$ 

Water 

Current  (0  -30  days) 

31  - 60  days 

61  - 90  days 

91  - 120  days 

121  -365  days 

142  171 

392  455 

447  777 

323  471 

6 081  810 

387  801 
398  088 
339  215 
373  91 1 

5 201  836 

7 387  684 

6 700  851 

Sewerage 

Current  (0  -30  days) 

31-60  days 

61  - 90  days 

91  - 120  days 

121  - 365  days 

105  251 

212  095 

204  732 

195  748 

2 375  579 

281  935 
197  508 
191  491 
188  357 

2 897  913 

3 093  405 

3 757  204 
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Figures  in  Rand 

2013 

2012 

7.  Consumer  debtors  (continued) 

Refuse 

Current  (0  -30  days) 

31  - 60  days 

61  - 90  days 

9!  - 120  days 

121  - 365  days 

55  318 

115  029 

111  561 

109  144 

1 302  092 

158  360 
107  826 
105  244 
104  323 

1 776  546 

1 693 144 

2 252  298 

Other  (specify) 

Current  (0  -30  days) 

31  - 60  days 

61-90  days 

91  -120  days 

121  -365  days 

(19  181  394) 
917  625 

825  839 

1 151  155 

26  386  929 

522  572 

1 176  774 

1 263  918 

1 245  314 

5 564  576 

10100  154 

9 773  154 

Reconciiiation  of  allowance  for  impairment 

Balance  at  beginning  of  the  year 

Contributions  to  allowance 

Debt  impairment  written  off  against  allowance 

(64  909  229) 

45  109  147 
(31  058  861} 

(95  898  489) 
30  989  260 

(50  858  943] 

(64  909  229) 

Consumer  debtors  pledged  as  security 

No  Consumer  Debtors  were  pledged  as  security  during  the  year  under  review. 
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2012 


8.  Cash  and  cash  equivalents 
Cash  and  cash  equivalents  consist  of: 


Cash  on  hand 

Bank  balances 

Short-term  deposits 

Other  cash  and  cash  equivalents 


551 

16  103 

1 174  600 

541  866 

5 898  145 

12  470  535 

33  901 

- 

7 107  197 

13  028  504 

Call  investment  deposits  are  investments  with  a maturity  period  of  less  than  3 months  and  earn  interest  rates  varying  from 
day  to  day.  ' “ 


Management  of  the  municipality  is  of  the  opinion  that  the  carrying  value  of  the  bank  balance  and  cash  recorded  at 
amortised  cost  in  the  financial  statements  approximate  their  fair  values. 


The  fair  value  of  bank  balance  and  cash  were  determined  after  considering  the  standard  terms  and  conditions  of 
agreements  entered  into  betweeen  the  municipality  and  the  financial  institutions. 


The  municipality  had  the  following  bank  accounts 


Account  number  / description 

ABSA-  17-0000-0032 
ABSA  - 40-6946-5550 
ABSA-40-7406-9151 
ABSA  - 40-7406-9020 
ABSA -40-6045-1 122 
Bank-  Fire  Emergency 


Bank  statement  balances 


30  June  2013 
1 174  600 
3 620  988 
12  600 
2 720 
235  457 


30  June  2012 

541  866 
10  103  806 
80  940 
82  926 
235  457 
40  211 


30  June  2011 
2 219  278 

50  578 

27  073 
40  211 


Cash  book  balances 

30  June  2013  30  June  2012  30  June  2011 

1 174  600  541  866  868  663 


Total 

5 046  365 

11  085  206 

2 337  140 

1 174  600 

541  666 

868  663 

9.  Property*  plant  and  equipment 

2013 

2012 

Cost/ 

Valuation 

Accumulated  Carrying  value 
depreciation 
and 

accumulated 

Impairment 

Cost/ 

Valuation 

Accumulated  Carrying  value 
depreciation 
and 

accumulated 

impairment 

Land  and  Buildings 

Infrastructure 

Community 

Investment  property 

Other  assets 

36  328  720 

212  772  274 

5 583  760 
15  969  360 
17  496  672 

(21  046  201) 

(85  421  324) 
(3  103  761) 

(6  263  424) 

15  282  519 
127  350  950 

2 479  999 
15  969  360 

9 233  248 

36  328  720 
193  300  158 
5 583  760 
15  969  360 
19  869  697 

(20  718  560) 
(75  894  411) 
(2  933  580) 

(5  605  245) 

15  610  160 
117  405  747 

2 650  180 
15  969  360 
14  264  452 

Total 

288  150  786 

(117  834  710) 

170  316  076 

271  051  695 

(105151  796) 

165  899  899 
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9.  Property,  plant  and  equipment  (continued] 
Reconciliation  of  property,  plant  and  equipment  - 2013 


Opening 

balance 

Additions 

Work-in- 

progress 

Correction  of 
Opening 
balances 

Depreciation 

Impairment 

loss 

Total 

Land  and  Buildings 

15610  160 

- 

- 

- 

(327  641) 

- 

15  282  51 

infrastructure 

117  405  747 

- 

19  482  500 

(9  537  297) 

- 

- 

127  350  95 

Community 

2 650  180 

- 

- 

- 

(170  181) 

- 

2 479  99 

investment  properly 

15  969  360 

- 

- 

- 

- 

- 

15  969  36 

Other  assets 

14  264  452 

127  712 

- 

(2  178  178) 

(2  640  666) 

(140  072) 

9 233  24 

165  899  399 

127  712 

19  482  500 

(11  715  475) 

(3  338  488) 

(140  072) 

170  316  07 

Reconciliation  of  property,  plant  and  equipment  - 2012 


Opening 

balance 

Additions 

Depreciation 

Total 

Land  and  Buildings 

15  941  363 

- 

{331  203) 

15610  160 

Infrastructure 

126  943  884 

- 

(9  538  137) 

117  405  747 

Community 

2 820  361 

- 

(170181) 

2 650  180 

Investment  property 

15  969  360 

- 

- 

15  969  360 

Other  assets 

13  053  202 

4 895  423 

(3  684  173) 

14  264  452 

174  728  170 

4 895  423 

(13  723  694) 

1S5  899  899 

10.  Payables  from  exchange  transactions 


Trade  payables 
Retention 
Accrued  bonus 
Accrued  expenses 
Accrued  expense  3 


12  800  641 
5 343  884 
761  682 
1 131  166 
5 272  847 

25  310  220 


17  598  284 

4 135  986 
727  016 

56  587 

5 650  620 

28  068  493 


1 1 . Cons  umer  deposits 

Water  and  Electricity  1 642  295  1 370  818 


No  interest  is  paid  on  consumer  deposits 


34 


Kgetiengrivier  Local  Municipality 
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Notes  to  the  Financial  Statements 


Figures  in  Rand 

2013 

2012 

12.  Unspent  conditional  grants  and  receipts 

Unspent  conditional  grants  and  receipts  comprises  of: 

Unspent  conditional  grants  and  receipts 

Municipal  Infrastructure  Grant 

4 091  834 

14  408  466 

Anglo-Boer  Monument  Grant 

_ 

72  771 

Bojanala  Platinum  District  Municipality  Grant 

1 187  420 

2 206  639 

Department  of  Minerals  and  Energy  Grant 

6 393  288 

Library  Grant 

242  767 

236  883 

MSIG 

1 858 

_ 

Provincial  Infrastructure  Grant 

5 755  562 

4 357  666 

Bojanala  Platinum  District  Municipality  Support  Grant 

- 

355  565 

Financial  Management  Grant 

(396  908) 

{865  849) 

Indigent  Grant 

(546  293) 

- 

Draught  Relief  Grant 

- 

3 715 

Provincial  Government  Cleaning  Campaign  Project  Grant 

(48  081 ) 

(48  081) 

RDP  Housing  Projects 

66  906 

67  772 

T ransitional  Grants 

. 

(12  572) 

Expandable  Public  Works 

(729  475) 

9 625  590 

27  176  263 

Movement  during  the  year 

Balance  at  the  beginning  of  the  year 

27  176  263 

27  182  122 

Additions  during  the  year 

81  961  200 

30  127  108 

Income  recognition  during  the  year 

(99  511  373) 

(30  132  967) 

9 625  590 

27176  263 

The  nature  and  extent  of  government  grants  recognised  in  the  financial  statements  and  an  indication  of  other  forms  of 
government  assistance  from  which  the  municipality  has  directly  benefited  and  unfulfilled  conditions  and  other  contingencies 
attaching  to  government  assistance  that  has  been  recognised. 
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Notes  to  the  Financial  Statements 

Figures  in  Rand 


13*  Provisions  and  Contingencies 


Reconciliation  of  provisions  and  contingencies  - 2013 


Opening 

Additions 

Utilised 

Total 

Balance 

during  the 

Environmental  rehabilitation 

1 243  095 

7 756  905 

year 

9 000  000 

Provision  for  settlement  agreement 

1 200  000 

_ 

{1  200  000) 

Provision  for  leave  pay 

2 125  180 

346  975 

2 472  1 55 

Provision  for  long  service  awards 

1 242  000 

- 

(46  961) 

1 195  039 

5 810  275 

8 103  880 

(1  246  961) 

12  667  194 

The  provison  is  classified  as  a current  liabiirty  as  the  municipaJity  has  not  obtained  a license  to  operate  all  three  landfill 
sates  as  yet. 


Contingent  Liabilities 

The  Municipality  is  being  sued  for  some  of  the  following  pending  claims.  All  the  claims  are  being  contested  based  on  leaal 
advice.  ® 

The  certainty  and  the  timing  of  the  outflow  of  these  liabilities  is  uncertain.  The  amounts  disclosed  below  are  possible 
outflows  of  amounts:  ^ 

Rehabilation  costs:  R 9 000  000; 

Disconnection  of  electricity  R 150  000; 

Magalies  water  R 340  000; 

Olivier  Marie  R 270  000 


14*  Unidentified  direct  deposits 


This  line  item  is  a compilation  of  various  smaller  amounts  from  exchange  and  non-exchange  transactions  that  are  disclosed 
as  a single  line  jtem  for  disclosure  purposes. 


15.  Cash  (used  in)  generated  from  operations 
Deficit 

Adjustments  for 

Depreaation  and  amortisation 
Debt  Impairment 

Movements  in  retirement  benefit  assets  and  liabilities 

Movements  in  provisions 

Other  non-cash  items 

Other  non-cash  items 

Changes  in  working  capital: 

Inventories 

Receivables  from  exchange  transactions 
Other  receivables  from  non-exchange  transactions 
Consumer  debtors 

Payables  from  exchange  transactions 
VAT 

Unspent  conditional  grants  and  receipts 
Consumer  deposits 


(29  871  407) 

(8  074  047) 

13  411  371 

14  900  010 

17  008  575 

5 536  233 

(533  000) 

- 

6 856  919 

2 443  095 

7 513  698 

5 534  345 

200  557 

478  361 

2 106  994 

(1  057  910) 

- 

(1  561  917) 

509  657 

4 921  051 

(15  534  435) 

(20  173  009) 

(2  758  273) 

7 794  446 

(545  427) 

1 905  300 

(17  550  673) 

12  957  959 

271  477 

571  877 

(19  013  967) 

26  175  794 
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Notes  to  the  Financial  Statements 

Figures  in  Rand 


16.  Gommitments 
Authorised  capital  expenditure 

Approved  and  Contracted  for 

• Property,  plant  and  equipment 
■ Services 

* Open  Orders 


10  232  365  13  139  248 

198100 

313  897  6 499  394 

1 0 546  262  19  836  742 
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Financial  Statements  for  the  year  ended  30  June  2013 


Notes  to  the  Financral  Statements 


17.  New  standards  and  interpretations 

17.1  Standards  and  interpretations  effective  and  adopted  in  the  current  year 

l^n  the  current  year,  the  municipality  has  adopted  the  following  standards  and  Interpretations  that  are  effective  for  the  current 
financial  year  and  that  are  relevant  to  its  operations: 


Standard/  Interpretation: 


GRAP  23:  Revenue  from  Non-exchange  Transactions 


GRAP  24:  Presentation  of  Budget  Information  in  the 
Financial  Statements 


• GRAP  103:  Heritage  Assets 
■ GRAP  21:  Impairment  of  non-cash-generating  assets 


GRAP  26:  Impairment  of  cash-generating  assets 


GRAP  104:  Financial  Instruments 


Effective  date: 

Years  beginning  on  or 
after 

01  April  2012 


01  April  2012 


01  April  2012 
01  April  2012 


01  April  2012 


01  April  2012 


Expected  impact: 


It  is  unlikely  that  the 
standard  will  have  a 
materia]  impact  on  the 
muncicipality’s  annual 
financial  statements. 

It  is  unlikely  that  the 
standard  will  have  a 
material  impact  on  the 
mundcipality's  annual 
financial  statements. 

It  is  unlikely  that  the 
standard  will  have  a 
material  impact  on  the 
muncicipality’s  annual 
financial  statements. 

It  is  unlikely  that  the 
standard  will  have  a 
material  impact  on  the 
muncicipality’s  annual 
financial  statements. 

It  is  unlikely  that  the 
standard  will  have  a 
material  impact  on  the 
mundcipality's  annual 
finandal  statements. 


The  aggregate  impact  of  the  initial  application  of  the  statements  and  interpretations  on  the  municipalitv's  financial 
statements  is  expected  to  be  as  follows:  ^ ^ 
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Figures  in  Rand  2013 


iB.  Employee  benefit  obligations 

Defined  benefit  plan 

Post  retirement  medical  aid  plan 


The  defined  benefit  plans  discfosed  below  are  represented  by  the  medical  aid  for  retired  employees.  Also  included  in  the 
obligation  is  the  liability  arising  from  the  long  service  leave  av^arded  to  qualifying  in-service  employees. 

Changes  In  the  present  value  of  the  defined  benefit  obligation  are  as  follows: 


Opening  balance 
Current  Service  Costs 
Acturiat  loss 
Benefits  paid 
Interest  Costs 


1 242  000 

983  000 

183  000 

124  000 

33  961 

158  000 

(122  961) 

(110  000) 

101  000 

87  000 

1 437  000 

1 242  000 

Key  assumptions  used 

Assumptions  used  at  the  reporting  date: 


7.40  % 7,92  % 

5.66  % 5,74  % 

6.66  % 6,74  % 

0.70  % 1,11  % 

In  estimating  the  liability  for  post-employment  medical  aid  benefits  a number  of  assumptions  are 
required.  IAS  19  places  the  responsibility  on  management  to  set  these  assumptions,  as  guided  by 
the  principles  set  out  in  IAS  19  and  in  discussion  with  the  actuary 

Discount  rate 

IAS1 9 defines  the  determination  of  the  Discount  rate  assumption  to  be  used  as  the  rate  that  oan 
be  determined  by  referenoe  to  market  yields  at  the  balance  sheet*  date  on  high  quality 
corporate  bonds.  In  countries  where  there  is  no  deep  mah<et  in  such  bonds,  the  market  yields 
(at  the  balance  sheet  date)  on  government  bonds  should  be  used.  The  currency  and  term  of 
the  corporate  bonds  or  government  bonds  should  be  consistent  with  the  currency  and 
estimated  term  of  the  post-employment  benefit  obligations.” 

19.  Revaluation  reserve 


Discount  rates  used 
Consumer  Price  Inflation 
Normal  Salary  increase  rate 
Net  effective  discount  rate 


Opening  balance 


20.  Revenue 
Service  charges 

Rental  of  facifities  and  equipment 
Licences  and  permits 
Miscellaneous  other  revenue 
Interest  rec^tved 
Properly  rates 

Government  grants  & subsidies 
Fines 

Motor  Fees  TPA 


478  361  478  361 


34  700  163 
57  299 

3 886  793 
421  511 

10  364  513 

4 472  277 
48  328  099 

2  161  665 
14  529 

104  408  849 


29  485  854 
55  527 

3 226  440 

2 531  913 
14  013  388 

4 082  281 
45  318  637 

1 675  032 

3 526  809 

103  915  881 
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Figures  in  Rand 


2012 


20*  Revenue  (continued) 

The  amount  included  in  revenue  arising  from  exchanges  of  goods  or 
services  are  as  follows: 

Service  charges 

Rental  of  facilities  and  equipment 
Licences  and  permits 
Miscellaneous  other  revenue 
Other  income  1 


The  amount  included  in  revenue  arising  from  non-exchange  transactions 
is  as  follows: 

Taxation  revenue 
Property  rates 
Transfer  revenue 
Government  grants  & subsidies 
Fines 

Other  transfer  revenue  1 


21*  Property  rates 
Rates  received 


34  700  163 

29  485  864 

57  299 

55  527 

3 886  793 

3 226  440 

421  511 

2 531  913 

10  364  513 

14  013  388 

49  430  279 

49  313  122 

4 472  277 

4 082  281 

48  328  099 

45  318  637 

2 161  665 

1 675  032 

14  529 

3 526  809 

54  976  570  54  602  759 


Property  tax 


Valuations 


4 472  277  4 082  281 


Valuations  ori  land  and  buildings  are  performed  every  4 years.  The  last  general  valuation  came  into  effect  on  1 Jufy  2009 
IriterifTi  valuations  are  processed  on  an  annual  basis  to  take  into  account  changes  in  individual  properly  values  due  to 
alterations  and  subdivisions.  ^ 


The  new  general  valuation  will  be  implemented  on  01  July  2014. 

22.  Service  charges 

Sale  of  electricity 
Sale  of  water 

Sewerage  and  sanitation  charges 
Refuse  removal 


25  016  796 
5 269  660 
2 889  611 
1 524  096 

34  700  163 


20  373  984 
4 914  149 
2 754  444 
1 443  277 

29  485  854 
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Figures  in  Rand  

23.  Government  grants  and  subsidies 

2013 

2012 

Equitable  share 

Bojanala  Financial  Support  Grant 

41  141  000 

38  032  000 

Financial  Management  Grant 

800  000 

2 585  361 

Department  of  Mineral  and  Energy 

1 031  059 

1 822  632 

Library  Grant 

161  372 

- 

Municipal  Infrastructure  Grant 

463  153 

260  458 

Municipal  Systems  Improvement  Grant 

2 460  914 

1 672  051 

Local  Government  SETA  transfer 

798  141 

790  000 

Expandable  Public  Works  Programme  Grant 

472  460 

1 000  000 

156  135 

48  328  099  45  318  637 

Equitable  Share 

In  terms  of  the  Constitution,  this  grant  is  used  to  subsidise  the  provision  of  basio  services  to  indigent  community  members. 

All  registered  indigents  receive  a monthly  subsidy  of  R 7 (2012:  R 7),  which  is  funded  from  the  grant. 

Municipal  Infrastructure  Grant 


Balance  unspent  at  beginning  of  year 
Current-year  receipts 
Conditions  met  - transferred  to  revenue 
Long  term  liability-  National  Treasury 


Conditions  still  to  be  met  - remain  liabilities  (see  note  12) 


14  408  466 
20  137  000 
(18  248  632) 
(12  205  000) 

4 091  834 


27  432  483 
16  600  000 
(29  624  017) 


14  408  466 


Anglo  Boer  War  Monument  Grant 


Balance  unspent  at  beginning  of  year 

Conditions  met  - transferred  to  revenue 

72  771 
(72  771) 

72  771 

Conditions  still  to  be  met  - remain  liabilities  (see  note  12). 

Bojanala  Platinum  District  Municipality  Grant 

72  771 

Balance  unspent  at  beginning  of  year 

Current-year  receipts 

Conditions  met  - transferred  to  revenue 

2 206  639 

1 000  000 
(2  019  219) 

2 206  639 

Conditions  still  to  be  met  - remain  liabilities  (see  note  12). 

Departmment  of  Minerals  and  Energy 

1 187  420 

2 206  639 

Balance  unspent  at  beginning  of  year 

Conditions  met  - transferred  to  revenue 

6 393  288 
(6  393  288) 

6 393  288 

Kgetlengrivier  Local  Municipality 

Financial  Statements  for  the  year  ended  30  June  2013 

Notes  to  the  Financial  Statements 

Figures  in  Rand  2013  2012 

23.  Government  grants  and  subsidies  (continued) 

- 6 393  288 


Conditions  still  to  be  met  - remain  liabilities  (see  note  12). 

Library  Grant 

Balance  unspent  at  beginning  of  year 
Current-year  receipts 
Conditions  met  - transferred  to  revenue 

242  767  236  883 


236  883  236  883 

500  000 
(494  116) 


Conditions  still  to  be  met  - remain  liabilities  (see  note  12). 

The  grant  is  to  be  utilised  for  the  programme  cost  of  the  the  library  and  other  costs  as  per  the  library  proposal 

Municipal  Systems  improvement  Grant 


Current-year  receipts 

Conditions  met  - transferred  to  revenue 


800  000 
(798  142) 

^858 


Conditions  stlfl  to  be  met  - remain  liabilities  (see  note  12). 

The  purpose  of  the  grant  is  to  assist  municipalities  in  building  in-house  capacity  to  perform  their  functions  and  stabilise 
institutional  and  governance  systems  as  required  in  the  Municipal  Systems  Act,  and  related  Legislation,  policies  and  the 
local  government  turnaround  strategy. 

Provincial  Infrastructure  Grant 

Balance  unspent  at  beginning  of  year 
Current-year  receipts 
Conditions  met  - transferred  to  revenue 

5 755  562  4 357  666 


Conditions  still  to  be  met  - remain  liabilities  (see  note  12). 

BPDM  Support  Grant 


4 357  666  4 357  666 

12  500  000 
(11  102  104) 


Balance  unspent  at  beginning  of  year 
Conditions  met  - transferred  to  revenue 


355  565  355  565 

(355  565) 


355  565 


Conditions  still  to  be  met  - remain  liabilities  (see  note  12) 

Financial  Management  Grant 

Balance  unspent  at  beginning  of  year 

Current-year  receipts 

Conditions  met  - transferred  to  revenue 


Conditions  still  to  be  met  - remain  liabilities  (see  note  12). 


(865  849)  (865  849) 

1 500  000 
(1  031  059) 

(396  908)  (865  849) 


The  purpose  of  the  grant  is  to  promote  and  support  reforms  to  fmancial  management  and  the  implementation  of  the  MFMA, 
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23.  Government  grants  and  subsidies  (continued) 
Indigent  Grant 


Balance  unspent  at  beginning  of  year 
Conditions  met  - transferred  to  revenue 
Other 


Conditions  still  to  be  met  - remain  liabilities  (see  note  12) 

Expandable  Public  Works  Programme  Grant 


23  406 
(23  406) 

(546  293) 

(546  293)  T 


C u men  t-ye  a r race  ipts 

Conditions  met  - transferred  to  revenue 


Conditions  stilt  to  be  met  - remain  liabilities  (see  note  12). 
24.  General  expenses 


1 000  000 
(1  729  475) 

(729  475) 


Advertising 

Auditors  remuneration 
Bank  charges 
Cleaning 

Computer  expenses 

Consulting  and  professional  fees 

Consumables 

Donations 

Entertainment 

Insurance 

Lease  rentals  on  operating  lease 

Levies 

Fuel  and  oil 

Postage  and  courier 

Promotions 

Protective  clothing 

Security  (Guarding  of  municipal  property) 
Software  expenses 
Staff  welfare 

Subscriptions  and  membership  fees 

Telephone  and  fax 

Training 

Travel  - local 

Township  development 

Valuation  Costs 

Bursaries 

Wca  Assessment 

Provision  for  bonus 

Other  expenses 


595  264 
2 948  266 
455  059 
2 496  740 
19  751 
10  968  218 
827  764 
2 241  592 
206  336 
346  230 
358  323 

1 829  459 
707  267 
650 
230  632 

1 909  189 

2 935  379 

4 928 
402  262 
22  990 
175  709 

1 388  508 
886  675 

60  999 
11  970 

2 551  666 
1 178  104 

35  759  970 


754  581 
1 747  007 
316  478 
230  750 
(1  123) 
13  854  196 
442  016 
23  006 
486  364 
270  127 
344  357 
31  552 
1 802  907 
442  428 
53  655 
419  310 

1 742  977 

2 772  887 

457  175 
250  661 
208  834 
1 628  364 
1 170  649 
84  904 
316  405 
760 

3 811  016 
3 991  148 

37  653  391 
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2013 

2012 

25.  Employee  reiated  costs 

Basic 

Bonus 

Medicai  aid  - company  contributions 

UIF 

SDL 

Overtime  payments 

Housing  benefits  and  aiiowances 

Contributions 

Group  iife  insurance 

Standby  Allowance 

Termination  benefits 

22  940  250 

1 598  292 

1 697  508 

238  670 

278  161 

1 462  460 

1 170  413 

3 526  681 

69  917 

426  744 

5 640  960 

1 257  222 

1 485  493 
197  250 

4 359 

1 758  043 

1 486  691 

2 885  755 

67  166 
237  459 

1 200  000 

33  409  096 

16  219  398 

Remuneration  of  municipal  manager 

Annual  Remuneration 

Contributions  to  UIF,  Medical  and  Pension  Funds 

Allowances 

Acting  Allowance-Acting  MM 

Severance  Package 

678  410 

10  497 

238  137 

163  546 

495  668 
20  447 
204  587 

1 079  254 

1 090  590 

1 799  956 

Remuneration  of  chief  finance  officer 

Annual  Remuneration 

Contributions  to  UIF,  Medical  and  Pension  Funds 

Allowances 

Acting  Allowance 

Cellphone  Allowance 

531  362 

7 765 

136  125 

174  744 

3 000 

591  502 

8 773 
185  991 

852  996 

786  266 

Acting  and  Celiphone  allowance  relates  to  amounts  paid  to  two  former  acting  CFO's  for  the  period  September  2012  to 
November  2012  and  for  period  May  2013  to  June  2013  ^ 

Remuneration  of  executive  directors 


Annual  Remuneration 

Contributions  to  UIF,  SALGA  and  SDL 

Allowances 

Acting  Allowance 

958  472 

17  438 

331  302 

173  547 

788  568 
13  904 
283  375 

1 480  759 

1 085  847 

26.  Remuneration  of  councriiors 

Executive  Mayor 

Councillors 

632  698 

3 109  649 

Councillors'  pension  contribution 

1 924  078 

245  932 

979  018 
104  163 

2 802  908 

4 192  830 

27.  Debt  impairment 


Debt  impairment 


17  008  575  6 536  233 
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Figures  m Rand 

2013 

2012 

27.  Debt  Impairment 

Debt  impairment 

17  008  575 

5 536  233 

28.  Investment  revenue 

29.  Depreciation  and  amortisation 

Property,  plant  and  equipment 

13  411  371 

14  900  010 

30»  Finance  costs 

Trade  and  other  payables 

_ 

42  857 

31,  Auditors'  remuneration 

Fees 

2 948  256 

1 747  007 

32.  Bulk  purchases 

Electricity 

Water 

19  440  456 

19  706  688 

744  216 

3 030  545 

20  184  672 

22  739  433 

33.  Related  parties 


No  transactions  took  place  between  the  municipality  and  key  management  personnel  or  their  close  family  members  duing 
the  reporting  period.  Details  relating  remuneration  of  key  personnel  is  disclosed  in  the  employee  related  cost  note. 

34.  Risk  management 

Financial  risk  management 

This  note  presents  information  about  the  entity's  exposure  to  each  of  the  financial  risks  below  and  the  entity’s  objectives 
policies  and  processes  for  measuring  and  managing  financial  risks.  Further  quantitative  disdosures  ar©  induded 
throughout  the  Annual  Financial  Statennents, 

The  Council  has  overall  responsibility  for  the  establishment  and  oversight  of  the  entity's  risk  managennent  framework 
The  entity  monitors  and  manages  the  financial  risks  relating  to  the  operations  of  the  economic  entity  through  internal  risk 
reports  which  analyse  exposures  by  degree  and  magnitude  of  risks.  The  entity  has  exposure  to  the  following  financial  risks 
from  Its  use  of  financial  instruments; 

- credit  risk 

- liquidity  risk;  and 

- market  risk  (including  interest  rate  risk  and  price  risk). 

The  economic  entity  seeks  to  minimise  the  effects  of  these  risks  in  accordance  with  the  economic  entity's  policies  approved 
by  the  Council.  The  policies  provide  written  principles  on  foreign  exchange  risk,  interest  rate  risk  credit  risk  and  in  the 
investment  of  excess  liquidity. 


Liquidity  risk 

The  municipality's  risk  to  liquidity  is  a result  of  the  funds  available  to  cover  future  commitments.  The  municipality  manages 
liquidity  nsk  through  an  ongoing  review  of  future  commitments  and  credit  facilities. 

35.  Unauthorised  expenditure 


Opening  balance 


17  279  500  17  279  560 
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Notes  to  the  Financial  Statements 


Figures  in  Rand 

2013 

2012 

36.  Fruitless  and  wasteful  expenditure 

Fruitless  and  wasteful  expenditure 

755  438 

42  857 

Fruitless  and  Wasteful  expenditure  relates  to  interest  charges  incurred  on  late  payments  to  Eskom,  Auditor  General  and 
Magalies  water. 

37,  Irregular  expenditure 

Opening  balance 

Add;  Irregular  Expenditure  - current  year 

5 577  231 

1 591  520 

5 577  231 

7 1S8  751 

5 577  231 

3S.  Additional  disclosure  in  terms  of  Municipal  Finance  Management  Act 

Contributions  to  organised  local  government 

Current  year  subscription  / fee 

Amount  paid  - current  year 

15  137 
(15  137) 

110  634 
{110  634) 

- 

PAYE  and  UIF 

Opening  taaiance 

Current  year  subscription  / fee 

Amount  paid  - current  year 

214  904 

1 166  016 
(1  061  712) 

206  802 

3 612  561 
(3  604  459) 

315  20$ 

214  904 

Pension  and  Medical  Aid  Deductions 

Opening  balance 

Current  year  subscription  / fee 

Amount  paid  - current  year 

3 060  816 

2 849  541 
(5  210  156) 

567  496 

7 182  151 
(4  688  831) 

700  201 

3 060  816' 

VAT 

VAT  receivable 

1 220  069 

674  642 

All  VAT  returns  have  been  submitted  by  the  due  date  throughout  the  year. 
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Notes  to  the  Financial  Statements 

Figures  in  Rand  2013 


38.  Additional  disclosure  in  terms  of  Municipal  Finance  Management  Act  (continued) 
Councillors'  arrear  consumer  accounts 


The  following  Councillors  had  arrear  accounts  outstanding  for  more  than  90  days  at  30  June  2013: 


30  June  2013 


Cllr.  K.K,  TIale 
Cllr.  R.P  Zwede 
CHr.  M.L  Molefe 
Cllr  K.R  Lekabe 
Cllr.  P.J  Selolo 


30  June  2012 


Cllr.  0,D  Medupe 
Cllr.  K.K.  TIale 
Cllr.  R.K  Lekabe 
Cllr.  M.L.  Molefe 
Cllr.  R.P  Zwide 
Cllr.  P J Selolo 


Outstanding 

Outstanding 

Total 

less  than  90 

more  than  90 

R 

days 

days 

R 

R 

1 447 

- 

1 447 

193 

1 457 

1 650 

745 

4 211 

4 956 

868 

5 059 

5 927 

437 

832 

1 269 

3 690 

11  559 

15  249 

Outstanding 

Outstanding 

Total 

less  than  9D 

more  than  90 

R 

days 

days 

R 

R 

2 626 

- 

2 626 

1 286 

4 447 

5 733 

3 145 

30 

3 175 

340 

1 033 

1 373 

178 

513 

691 

9 476 

9 853 

19  329 

17  051 

1S  876 

32  927 

39.  Actual  operating  expenditure  versus  budgeted  operating  expenditure 


Refer  to  Appendix  A for  the  comparison  of  actual  operating  expenditure  versus  budgeted  expenditure. 
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Detailed  Income  statement 

Figures  in  Rand (Mote(s)  2013  2012 


Revenue 


Service  charges 

Rental  of  facilities  and  equipment 

Licences  and  permits 

Miscellaneous  other  revenue 

Other  income  1 

Property  rates 

Government  grants  St  subsidies 

Fines 

Other  transfer  revenue  1 

22 

21 

21 

23 

34  700  163 

57  299 

3 866  793 
421  511 

10  364  513 

4 472  277 

48  328  099 

2 161  665 

14  529 

29  485  854 
55  527 

3 226  440 

2 531  913 
14  013  388 

4 082  281 
45  318  637 

1 675  032 

3 526  809 

Total  revenue 

104  406  849 

103  915  881 

Expenditure 

Personnel 

Remuneration  of  councillors 

Depreciation  and  amortisation 

Finance  costs 

Debt  impairment 

Repairs  and  maintenance 

Buik  purchases 

General  Expenses 

25 

26 

29 

30 

27 

32 

24 

(33  409  096) 

(2  802  908) 
(13  411  371) 

(17  008  575) 
(11  801  664) 
(20  184  672) 
(35  759  970) 

(16  219  398) 
(4  192  630) 
(14  900  010) 
(42  857) 
(5  536  233) 
(10  705  776) 
(22  739  433) 
(37  653  391) 

Total  expenditure 

(134  378  256) 

(111  989  928) 

Operating  deficit 

(29  971  407) 

(8  074  047) 

Deficit  for  the  year 

(29  971  407) 

(8  074  047) 

Attributable  to: 

Owners  of  the  controlling  entity 

(29  971  407) 

(8  074  047) 

The  supplementary  information  presented  does  not  form  part  of  the  financial  statements  and  is  unaudited 
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Budget  Analysis  of  Capital  Expenditure  as  at  30  June 

2013 

Yearly  Yearly 

Actuals  Revisad  Budget  Variance  Variance  Explanation  of  signiflcant 
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